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FOREWORD 


The Quebec economy 1987, an analysis of economic 
trends, is produced by the Department of Regional 
Industrial Expansion, Quebec Region, in Montreal. 


The study depicts recent trends in Quebec's economy 
and industrial base, against a national and interna- 
tional background. A brief overview of the economy in 
each region of the province is provided. 


The Quebec economy 1987 offers readers short structu- 
bal analyses. of “a number: of key vPactors7Sin™@Ouebec’s 
economic development. These are to be found in Part 
II of the study, and include the pharmaceutical 
industry, exports, the tertiary sector and the new 
federal government approach to industrial and regio- 
nal development. 


The Quebec economy 1987 was’ prepared under the 
responsibility of Jean-Pierre Lussier of Statistical 
Analysis. Other members of the team included Léonel 
Plasse, Daniel Chicoine, Claude Lussier, Claude 
Valiquette and Philippe Aubé. Technical input was 
Prev ided )sby* Chantal’ Nault "and Doris Larose. The 
entire team was directed by Fran¢ois Gauthier, 
Director «Ok -tthe Planning, Analysis “andy sEvaluation 
Branch. The Department welcomes readers' comments. 


Lise Lachapelle 
Executive Director 
Quebec Region 
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PART | 


Analysis of 1987 economic situation 


INTERNATIONAL ECONOMIC SITUATION 


Developments in the world economic situation 


As in the previous year, the economic performance of 
Organization of Economic Co-operation and Development 
(OECD) countries yielded disappointing gains in 1987. 
With the exception of Canada, the United States, the 
United Kingdom and Japan, whose economies grew more 
quickly, most other OECD countries experienced a pe- 
riod of sluggishness. In all, real GNP growth among 
Seep snembers slowed "slightly to 2.75% in 1987” from 
2.8% the previous year. 


Among the major countries, West Germany's contribution 
to the OECD's economic growth fell back considerably 
in 1987. The mark rose substantially against the U.S. 
dollar and the Federal Republic of Germany experienced 
adjustment problems that led to a slowdown in its eco- 
nomy. During the year, domestic demand was insuffi- 
cient to take over from exports as a generator of 
growth. Added to these factors was a decline in capi- 
Cols anvestmente attributable in darge part to. the uns 
CoGlalmnty —sumnrounding —thes path fot thes German” mak. 
Signs of weakness were also seen in France, owing in 
particular to weak growth in consumer spending, attri- 
butable to stagnating real income. Having shown signs 
of running out of steam in 1985 and 1986, the American 
economy began to pick up in 1987, albeit moderately. 
In the United States, the steadying of activities was 
made possible by a major building-up of inventories by 
imdNctry, particularly “In the automotive ssector. In 
Japan, where domestic demand took over from the fo- 
reign trade balance as the engine of growth, the 
economy sOulckKi ys epicked up vadaine Are loos wankecu exper 
riencing some problems in 1986. Indeed, Japan's 
growth performance was second only to Canada's and the 
Unatedekingdom's among OECD «countries. 


iorkationyeawhiee still; saptefactoryerovera iain mos: 
eountries, none the less increased slightly in 1987. 
Wath the) steadying. of* oi] ‘prices’ on “imtennataie@al 
markets and the recovery of raw material prices, the 
inflation rate in the OECD as a whole moved up to 3.5% 
amo Cr rome 2e10 & Ln 950" 
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SOURCE: OECD. 


Reflecting the lifeless economic Growth, job creation 
in?tOECD) countries was farrirom Impress itverin LoS? Gaon 
all, the number of workers grew by a mere 1.5%, just 
enough to maintain the unemployment rate at 8.0% in 
IS Wes Within the OECD, there were major variations. 
While marked employment gains were posted in North 
America, yielding a slight drop in the unemployment 
rate in the United States and Canada, labour market 
conditions in most European countries, on the other 
hand, remained unsatisfactory. For these countries, 
job creation was not sufficient to absorb the number 
of new labour market participants, and so the unem- 
ployment rate rose. Among major European OECD coun- 
tries, France and Italy were particularly hard hit by 
the economic slowdown, each posting the same 10.75% 
jobless rate in 1987. Japan also showed disappointing 
results. Export activities became much less competi- 
tive, owing to the strong yen, and this contributed 
substantially to the increase in the Japanese unem- 
ployment rate, which hit a’ record high of 3% in eboowe 
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Having been substantially reduced in 1986, the OECD 
current operating balance deficit deteriorated marked- 
Veit oie oe lneol ly tor the OECD. asia whole, Tt jums 
Dedabrom S22.0 billion in 1986 to S46 billion ine1987) 
The increase in the U.S. foreign trade deficit, large- 
ly attributable to the growing penetration of imports 
on the domestic market, was once again behind the 
dowmeurn dia L9 87% In fact, despite successive drops 
treche value of the U.S. dollar, making Americanmpro- 
ducts more competitive on foreign markets, there was 
HONS TCn sot aeturnaround in) L987. —On the contrary 7 tne 
Deo eeronel gna trade “deftrett Vclimbed =to 3156 Dillion, 
eractering. the 514153 billion record set the previous 
year. Moreover, this situation, more disquieting than 
ever, was reflected in a marked loss of investors’ 
Comtidence vis-a-vis the U.S. economy. With 1p Grme 
prices slow to rise after the fall of the U.S. dollar 
anderconsumers. § buying habits changing little, im “the 
short term, imports maintained their market share in 
the United States. Thangs, (could epick wpragatnmover 


the next few quarters, albeit gradually. With the 
adjustment in the price of imported goods, which 
should occur sooner or later, import growth will slow 
down considerably, and a correction of the foreign 
trade deficit will ensue. 


As in previous years, the increased U.S. deficit was 
largely offset by the higher surpluses enjoyed by 
other OECD members, in particular Japan and West 
Germany, which posted record surpluses in 1987 of 
$86 billion and $44 billion respectively. 


Table l 


INTERNATIONAL ECONOMIC SITUATION 


major OECD countries 
annual % change 


Employment Private consumption 
COUNTRIES deflators 


1986 1987 1986 1987 


United States 2,35 2,8 2,2 4,0 
Canada 2,9 2,9 4,2 4,3 
Japan 0,8 0,8 0,6 0,5 
France -0,1 -0,3 2,9 5,5 
Germany 1,0 0,5 -0,5 0,8 
Italy 0,8 0,5 6,1 5,0 
United Kingdom 0,5 1,5 5,6 3,0 


Total OECD 1,3 1,5 2,9 5,) 


OECD, 
The Canadian figures may differ from those quoted tater. 


The private consumption deflator Includes all goods and services sold In 
the market, excluding goods and services produced and sold by governments. 


CANADIAN ECONOMY 


The Canadian economy was Surprisingly. strong an..1987, 
continuing COnm exhubre wicconomich growthi.tor thes fGen 
VearsEunning. With the exception “of, the foreign itnade 
sector, all components of overall demand contributed 
EO SCaneadays ~economic! expansaonm in L987. Hhanks? to 
strong consumer spending, booming residential cons- 
truction and a strengthening in business investment, 
Canada’s real GDP growth moved up to 3.9% in 1987, far 
Surpassing the forecasts made at the beginning of the 
year. 


Graph 3 


TRENDS IN CANADIAN OUTPUT 
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Higher prices for raw materials and higher oil prices 
on international markets, allowing the Western provin- 
CoseiLo erevive their economic activity, also playedsa 
decwssyemcoler in (O87. The performance of the Cana- 
dian economy was all the more encouraging since for 
the second year running Canada posted the highest 
economic growth of any major industrialized OECD 


COUNGLY- 


As in 1986, consumer spending was the engine. of the 
economy in 1987, performing quite strongly throughout 
the year. In all, consumer spending’ was upl 4.5m 
real terms thanks to higher personal’ disposable ince, 
me, increased consumer confidence in the economy “and 
the substant lalecdropitie wNes Savings. neue. Tha s- rave 
hit a 15-year low of 629% in 319877 “down ft ronminss een 
1986. 


Overview by sector 


Sales of durable goods, primarily automobiles, contri- 
buted most to the increase in consumer spending in 
19:87) Indeed, partly owing to numerous purchase in- 
centives, the value of automobile sales moved up by 
7.7%, so that spending on durable goods posted a gain 
Of 7.9% Tintereal = temic. Among other durable goods, 
sales of furniture and appliances also enjoyed subs- 
tantial gains, ~erléecting the .poomain sehne ivesidenivia! 
CONSUrUGL TON sector. Sales of semi-durable and non- 
durable goods slowed down somewhat, rising by only 
Dire be Service expenditures, accounting for some 458% 
of all consumer spending, showed substantial gains 
(+5.2%), largely because of higher housing costs. 


Posting a dynamic performance without precedent over 
the past two years, residential construction contribus 
ted strongly to the expansion of the Canadian economy 
igy © INS) shi Thanks to the improved economic situation, 
the number of housing starts reached 245,986 units 
(+23.,1%), the highest. level jsince 299i -ee Las pertoere= 
mance waS particularly ‘Satistactory, “since, Ie was 
achieved “in, ja (context som vhigne prrcessrand mounting 
mortgage rates. Home construction was especially firm 
in Central Canada, notably Montreal and Toronto. In 
Quebec,  periormance was, (parbicuibagly, meserong. ionce 
again, with housing starts ,reaching a new*’.high of 
74,179 units (the previous record of 68,148 units. was 
set an =9./6)% The economic recovery, which also 
affected Western Canada, was reflected in housing 
starts, which recorded “satistactory gains) 1m 2987. 


Investment 


Unlike previous years, the contribution of investment 
to Canada's economic growth was particularly satisfac- 
LOLV wih LO Sie According? to Statistics Canadas scum 
vey, investment was up by 9.3% in 1987), a considerabiic 
improvement over the previous year (+4.63%). Several 
factors ‘explain this improvement, ‘among “them: sune 
strong recovery in corporate profits, “the strengenes 
ning of oil prices and the marked increase ieee 


capacity utilization rate. Added to these factors’ was 
the positive impact of increasing investment from 
abroad, particularly in the manufacturing sector. 


Graph 4 


TRENDS IN CANADIAN CAPITAL EXPENDITURE 


MANUF ACTURING 


ANNUAL PERCENTAGE CHANGE 


SOURCE: STATISTICS CANADA. 


Investment increased apace in Central Canada last 
year, with Quebec and Ontario posting rises of 10.9% 
and 12.7% respectively. The outstanding feature of 
1987 was without question the resurgence of investment 
in the Western provinces. Indeed, with the recovery 
of raw material and energy prices, capital expenditure 
imethe Prairies and British Columbia moved up by "4.0% 
and 14.3% respectively. Ene. Cay Man Ol ec a0 itso Oem 
jects were announced by pulp and paper producers. In 
Alberta, renewed energy sector activity led to invest- 
ment with oil wells starting up again. Tits. (ber Lore. 
mance was all the more heartening as it marked the end 
of the downward trend seen successively since the end 


Of the recession. 


Foreign trade 


For the third year in a row, the performances ofeiCanaag 
da's foreign trade sector was disappointing in 1987. 
Posting modest gains throughout the year, particularly 
in manufactured products, exports contributed very 
little to Canada’s economic growth inl 9s7:. For the 
year as a whole, the value of exported goods was up by 
only 3.7% over 1986, reaching 25. leo terion. 


Plummetting exports of automotive products, including 
passenger vehicles, trucks and other vehicles and 
parts, were largely responsible for the poor perfor- 
mance of Canadian exports in 1987. Indeed, owing to 
Sluggish U.S. domestic demand and the temporary closu- 
re of GM Canada's plants for modernization, exports of 
passenger vehicles, which account for more than 20% of 
all Canadian vexpornts, tell by 20:0 tacomparcdsnween 
1986. This substandard performance was sufficient to 
Wipe out the gains recorded in other export products 


almost completely. Expowte of welectrontver tubess ane 
semi-conductors (+126%), -asbestos, (-9.32)meand precious 
metals including alloys (-51.3%) also experienced some 


difficulty, recording decreases or very slight gains. 
On the other hand, among products posting substantial 
increases were newsprint (+6.5%), wood pulp and simi- 
lar pulp. (+3442), “aluninume (217262) Wand sires nor 
chilled meats (+6.83%). 


Graph 5 
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Owing to the modest increase in Canadian exports, 
which was too small to offset the rise in the value of 
imports, Canada's export surplus was down slightly 
Prom waits’ ~1986 level. During the year, the trade 
surplus with respect to goods was approximately 
RO eoswbekvon, compared with S10249 bad iwon the 
previous year. 


The current account deficit, which includes services, 
also worsened somewhat in 1987 with the declining 
Poadewourp lus’. in) Jalil, vit cose. “fuome$9.2 bis toners 
WoombomeorOsbi Ilion inelos7< 


Afterofralling substantially in 1986, primavily becauge 
GE lower profits in the oil sector, Camadian corporate 
profits recovered strongly in 1987. Canadian compa- 
nies' declared after-tax profits moved up by 17.1% 
during the year, thanks to successive increases in the 
price of forest products, metals and oil, which gene- 
rated record profits for several firms. 


Labour market 


Stimulated by the strong economy, labour market condi- 
tions in Canada remained excellent in 1987. Growth in 
out put;.-which was ‘particular ly nigh iniavUhic meteors aie ae 
of the year, translated) into say pmarckedweincrcase ean 
demand for manpower. ACCOrdi ng. to .thes apourme Pouce 
Survey, the number of persons working in Canada grew 
by 2.8% un 1987, -addinge 3217000 new workers vos e 
1986) fagube. But this encouraging Situation hides 
major regional disparities: Whereas labour market 
conditions were especially satisfactory in Quebec and 
Ontario, with the number vol | jobsmup by 352 andmo. 5 
respectively, the Western provinces, in particular 
Manitoba (0.8%), Saskatchewan (0.2%) and Alberta 
(0.4%) dragged their feet during the year, creating 
only very few jobs. 


Nearly all jobs created in 1987 in Canada were full- 
time (+309,000, or +3.2%), with part-time employment 
virtually, unchanged. (12,0004, Ore .0 ieee se | Waelsoicior, 
job creation was particularlys strong eunmenecs Constaucs 
ElONSESECEOR. Reflecting increased housing starts 
across the country, employment grew by 53,000, up a 
substantial 8.5% over 1986. Good results were also 
recorded in the tertiary sector. Boosted by underwri- 
ters, insurance and real estate agencies (+41,000, or 
+6.5%3) and services “(t151L,0007 some to 02) oo, U0 
workers joined the tertiary Sector Sine 73/7 being ing 
their level to 3.0% above that of the previous year. 


In the other sectors, however, the employment picture 
was considerably less cheerful in 1987. Reflecting 
weak exports to the United States, the manufacturing 
sector recorded a modest 1.4% increase in jobs over 
the previous year, representing a mere 29,000 new 
workers. Of Canadian manufacturing “industries, only 
furniture, pulp and paper and wood gained significant 
ground, with respectivey job growth of Plat; 9272 and 
7.2%. The creation of these jobs was facilitated by 
the -growing penetration of the U.S. market, transla- 
ting into increased output. 


Among other manufacturing industries, the situation 
was far from brilliant: a number of industries: barely 
managed to maintain their employment levels, while 
others, suffered major dosses,) among ~them) “clothing 
(-12.3%), rubber’ and» plastics: (47-03) and*nen-metaiine 
INMnenalpproductes. (srs sie 


In the primary sector, the number of persons working 


also continued to fall, with employment down 1.2% over 
1986. The continued financial difficulties experien- 


10 


ced by Western farmers, attributable to low grain pri- 
ces, were not unrelated to this phenomenon. 


Substantial Gains on the job creation front in 1987 
(2206)5. coupled’ with slow growth in the labour force 
(2505) ved tO a perceptible decline in Canada's 
unemployment rate in 1987, which, at 8.9%, moved down 
seven-tenths of a percentage point since 1986 to its 
lowest level since 1981. Lower unemployment was 
Spread more evenly among the regions in 1987, reflec- 
ting more balanced economic expansion across’ the 
country. While Ontario continued to lead by reducing 
Tesomunenployment rate trom 7.0% in 19860 “to 62.1%. an 
LOS hnes situation also improved in most other  pro- 
vinces, especially Quebec and British Columbia. Bie 
conditions were somewhat different in the Maritime 
provinces, particularly Newfoundland, where the unem- 
ployment rate, despite drawing back slightly, stood at 
Por 0 6% 


imelation in Canada remained at a satisfactory rate in 
1987, especially in light of the increases in energy 
malcesmthis year. ~Thanks to the modest nisesin Unie 
labour costs and moderate wage agreements reached du- 
ring the year, the consumer price index rose by 4.4% 
Pec oiltontly faster “than in 1986>o(42as). The 
mganspontacionm¢to. ot) sand clothing (+4.2%) “components 
WeLemkoy, CONtELoULOrs to this good performance on the 
Miebation cront 1m L987. 
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Table 2 


CANADIAN ECONOMY 
main Indicators 


Indicator 1983 +1984 1985 


($ mitten) 
Real GDP (1981 dollars) 307 337 080 353 290 
Retail sales 97 080 129 446 
Capital expenditure “ 378 90 504 


Personal disposable 835 525 909 
income 


Company profits 
Exports 
Trade balance 


Current balance 


Labour force 
Emp |loyment 
Housing starts 


Bankruptcies 


Unemployment rate 
Consumer prices 
Capacity utilization 


rate 


Source: Statistics Canada, Conference Board of Canada, Consumer and Corporate 
Affairs Canada, 
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ECONOMIC SITUATION IN QUEBEC 


OVERVIEW 


Quebec's economic expansion continued to accelerate in 
Power Ore the Lifth ‘straight *year. “The ‘basis of Oue- 
bec's performance was strong consumer spending, boo- 
tideoeeccot dence construction “and “high "corporate 
investment. in all, the province's’ GDP ‘grew by 478% 
Pyeeeeo torts “in 198/, a rémarkably high” rate! given 
PieeMaturilty “of the economic cycle. “This performance 
was all the more exceptional since it was posted at a 
time when the world economy was showing slow growth. 
In fact, with this result Quebec becomes a front run- 
ner among industrialized economies and, with Ontario, 
its growth exceeds that of the other Canadian re- 
gions. 


Graph 6 


REAL GROSS DOMESTIC PRODUCT 
ANNUAL PERCENTAGE CHANGE 


QUEBEC ONTARIO CANADA 


SOURCE: CONFERENCE BOARD OF CANADA. 


Flying in the face of the forecasts, Quebec's residen- 
tial construction sector remained one of the “pillars 
Of growth in) 1987. Despite the very high levels they 
had reached over the previous three years, housing 


Do 


starts’ increasedsrapace sinel987,7 ‘postings a mew record 
of 74,179. units in all. and shattering ther previous 
high of 68,148 units set in 1976. Unlike the prewmrous 
year, where only multiple dwellings registered) sube-— 
tantial gains, Spiritediactivityawas aliscomscenm i nm cy 
in the construction of ssingle fami lyeeunwuc. Indeed, 
while the number of multiple dwelling starts was up by 
17.5%, demand “fom -one-tami ly. Domes mwasmmansO mvc my, 
strong, up 29.0% over the previous year. Among Quebec 
regions, the Montreal area was particularly dynamic, 
accounting for over (/03 of all wnoustndmctagtce imesenc 
province. 


Nor was the impact. of this boomislow to beste Le sancng 
residential builders, most of whom substantvally im] 
creased their level of business activity and their 
Stati; with a -number of them posting frecond proiles. 


As in the previous year, consumer spending remained 
very strong in 1987 and was one of the most dynamic 
components of the economy. Without doubt, two factors 
were behind this strength: the marked increase in 
individuals' disposable personal income, and the subs- 
tantial drop in the household savings rate, which fell 
in 1987 to 8.9%, ats lowest level since 91973. Added 
to these factors was increased consumer confidence in 
the economy, which was indeed stronger in Quebec than 
anywhere else in Canada. These elements combined to 
produce a marked 12.6% increase in retail sales, which 
totalled 539 -Ompdssiion: Most of the major store 
categories recorded large increases in sales in 1987, 
particularly motor vehicle dealers and furniture and 
appliance stores. For motor vehicle dealers, this was 
the fifth straight year of highwsales; witch sats oom 
billion, were> up by ‘close to 20% “over: the previous 
year. Reflecting the Quebec-wide boom in home cons- 
truction, sales by the provinces furniture, appliance 
and hardware stores were also up substantially, by 
17.7%, 37.7% and 24.2% respectively. 


Quebec business was another driving force behind the 
province's “economic  Gvowehw in 19o7 7 wien. Caplteal 
projects advancing “markedly. Privates sands pile 
business investment rose: tO 1523.4) blll 1on amc lobo tan. 
tial 12.2% higher than “the. previous. veam s steve. 
This performance was above the national average 
(+10.8%),- so Quebec's sharé of Canadian business 
investment climbed from 21283) in 19c6. to 220 een 
OST. 
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Graph. / 


CAPITAL EXPENDITURE QUEBEC 


PRIVATE 


1983 1984 


AS PERCENTAGE OF CANADIAN TOTAL 


1982 1983 


SOURCE: STATISTICS CANADA. 


Investment growth was very pronounced in utilities 
(+21.1%) and trade, finance and business services 
(+20.43%). Playing a major role in investment by 
utilities, and reversing a downward trend visible 
Since 1982, was Hydro Quebec, with its massive capital 
projects, in particular construction work on a James 
Bay power line and on the Manic 5 power station. In 
the trade, finance and business services sector, in- 
vestment continued to grow apace in 1987, owing in 
pomeiecinbar ito the construction of office: bulldings sand 
shopping centres in Montreal. Among other sectors, 
Captealeapro ,ects. in manufacturing also grew more 
ok yee im 19817. In all, Quebec manufacturers spent 
S4eeepiulion, or 04.4% more than an 1986. Unlikesthe 
previous year, when the increased capital investment 
in manufacturing was largely attributable to the pulp 
andepaper, sector, in 1987 several other induetries 
took over, posting marked gains, among them transpor- 
tation equipment (+137.8%) and machinery (+48.3%). 


LS 


Reflecting the vigorous economy, the number of busi- 
nesses declaring “bankruptcy “in” Quebec "declined ein 
1987, reaching a totall of 27694, “down "407% covers ie 
previous year. Nearly all types of industry recorded 
fewer bankruptcies, in particular finance, insurance 
and real “estate (=41.8%), primary industries (—Z07 72) 
and services (-5.4%). But the amounts swallowed up in 
these bankruptcies increased somewhat, totalling 
7458.3) mal [aom, compared © with S$451029 mirlivon = tne 
previous year. 


For the second year in a row, Quebec's foreign trade 
sector contributed Jittle to the »rovince.s economre 
growth in 1987. Indeed, Quebec exports (nine months), 
at $14.7 billion, remained at much the same level as 
ii COr The drop in exports of passenger cars 
(-56.0%), DMargely attributable to the temporary closu— 
re of GM's St. Théerése facility for retooling “and 
plant modernization, was the main factor behind this 
poor performance. Compounding this problem was weak 
U.S. demand for several other Quebec products, notably 
lumber (-7.0%), asbestos (—15462). and fresh, ‘chtited 
or frozen meat: (—5. 56). 
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Vabre: <3 


ECONOMIC SITUATION IN QUEBEC 
main indicators 
Indicators 1983 1984 1985 
($mi ll ton) 
Real GDP (1981 dollars) 68 309 78 707 
Retall sales 006 31 782 
Exports 356 611 
Capital expenditure 748 240 
private sector 544 837 
public sector 204 402 


Personal income 361 255 


Personal disposable 765 738 
income 


Wages and salaries 857 54 


('000) 


Housing starts 


Bankruptcies 


Person-days lost 


Note: *January - September. 


Source: Statistics Canada, Conference Board of Canada, Quebec Bureau of Statistics, 
Consumer and Corporate Affairs Canada, and Quebec Department of Labour, 
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LABOUR MARKET IN QUEBEC 


Quebec put im a solid performance on the job Creagion 
front in 1987. “Strongly boosted by. vigorous seconomme 
growth during the year, the number of persons employed 
grew by 100,000 to an average of 27960, 0007" veprescen- 
ting a marked increase of 3.5% over the previous year. 
Labour market conditions in 1987 were the best Quebec 
has seen since 1983, when 124,000 new jobs were crea- 
ted. This performance was even more encouraging as it 
compared favourably with that posted by Ontario 
(+3.3%) and Canada as avwhole, (42.53). 


Graph 8 


TRENDS IN TOTAL EMPLOYMENT 


QUEBEC ONTARIO CANADA 
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ANNUAL PERCENTAGE CHANGE 
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SOURCE: STATISTICS CANADA. 


Interestingly, all the new jobs created in Quebec in 
1987 were full-time, compared with 80% last year and a 
mere 60% in 1985. In all, the number -of full serme 
positions rose by 104,000 «during the year EC 
2',505, 00077 trom, 2,46 4700 0m ine LooG. The number of 
part-time jobs was down 4,000 (-1%) over the previous 
year. 
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Graph 9 


EMPLOYMENT IN QUEBEC 


FULL 
TIME 


ea) 


TOTAL EMPLOYMENT (*000) 


1983 


SOURCE: STATISTICS CANADA. 


Giepce ss strong employment growth did not benerideaul 
Sectors Of the economy equally in 1987.) Indecd,Gnean— 
Ty all the jobs created during the year were attribu- 
aD hemtoO thes construction andi servicessectons. aein tie 
EOrLMeia yy Strong residential construction ‘activity «was 
reflected in a stunning increase in the number emplo- 
Vedmeconuvet,0U00Tin 1986) torl60 20003 inslosv. At one 
point, there was even a manpower shortage, particular- 
Ive ObeDricklavyers.. This performanceiwas alk the mone 
remarkable since the construction sector in Quebec, 
wareh accounts’ for only 5.4% of total employment pipros 
vided close to 20% of new jobs province-wide." In the 
service sector, which is responsible for more than 708% 
of Quebec jobs, 1987 was also a very good year for job 
creation. Employing an average of 2,115,000 people 
durrnge thevoyear, -avisubstantial (82/7000 “more hangin 
1986, this sector accounted for more than 80% “of “new 
jobs. Considerable gains were seen in transportation, 
communications and other utilities (+6.4%), finance, 
insurance and real estate (+9%) and public administra- 
tion (+5.6%). Only the trade sector experienced «some 
difficulty, creating a mere 6,000 new jobs (+1.2%) 
since the previous year, despite strong retail sales. 
This slowdown is largely explained by” a* decline “of 
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some’ 6.5%in jobs in“wholesale trade,. which particu. 
larly affected women. 


The situation of employment in manufacturing, though, 
was) very disappointing im 1987.5 In all; the manut ace 
turing sector added) only 8,000 jobs ‘during them year, 
up»a mere 1.4% over 1986. This#=phenomencneis sattra bu 
table: in«particular, tovstreambining and further mecha 
nization of operations, (whieh Yidencratre = mincrcased 
productivity and thus smaller manpower requirements. 
As in the previous year, the primary sector also xan 
against the general growth trend, losing 9,000 emplo- 
yees in 1987. 


The good Jabour market conditions in, Quebec in 19c7 
did not. favour al® age “groups” during the™ year. §bene= 
fitting most from new job creation was the 25-44 age 
group, whose employment grew by 4% over the previous 
year with the addition of 63,000 wage-earners. Among 
the older group (45 and over), the situation was also 
excellent, with the addition of 35,000 new positions 
(CED Se On the other hand, the employment picture 
among 15-24-year-olds remained worrying in 1987, with 
only 2,000 new jobs being created during the year in 
EhatecgLoup. 


The participation of women in the Quebec labour market 
increased in 1987, with employment rising more quickly 
among women (+64,000) than men (+36,000). 


Quebec's excellent job creation performance lowered 
the level of unemployment somewhat in 1987. in (face, 
the province s*joblesse rate) went, fromalltsin 2980 Nec 
LO. S3in L987 ,w~w@es-owestolevelrsinces | oome While it 
is encouraging, this rate remains higher than in Cana- 
da as a whole (8.9%) and lags far behind Ontario 
(6.1%). This improvement, which is quite modest ‘con- 
Sidering the large number of jobs created during the 
year, is basically attributable to the swelling of the 
labour force owing to a substantial increase in the 
participationmsratepsupr Grom.62,-4 sia nelle oF tomo 3:. Soin 
1987. The rapid economic growth prompted many people 
to re-enter the labour market. This. factor - ecoupled 
with an increase in the working age population, was 
reflected jinwa Wanger Tabourfitorces, (485;,00007 * precise 
ding .cany - chance: sof ab. 'subsi@antd al, drop, in. seeme 
unemployment rate. 


All the main age groups enjoyed lower unemployment in 
O58 Fs While the jobless rate in the 25-44 age group 
went from. 95.9%) anipl986. | to 49.466 Min eel 98s) eamoncme te 
45-and-overs it fell by: 0.3% to tGinl 3.5) vimiboth feacecr 
the decline was the result of higher employment. 
Among young people (aged 15-24), the unemployment 


20 


picture also brightened somewhat in 1987. Although 
only 2,000 new jobs were created in this group, the 
withdrawal of 14,000 people from the labour force was 


sufficient to bring down the unemployment rate from 
Pomme oOO tO 4 9S vin L987, 
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Table 4 


THE LABOUR MARKET IN QUEBEC 
main Indicators 


Population 15 years and + 
15 to 24 


25 to 44 
45 and over 


Labour force 


15 to 24 
25 to 44 _~ 
45 and over 


Employment 
15 fo 24 


25 to 44 
45 and over 


Participation 
15 to 24 
25 to 44 
45 and over 
Unemployment rate 
15 to 24 


25 to 44 
45 and over 


Source: Statistics Canada, Labour Force Survey. 


22 


PRIMARY SECTOR 


HieceesitUacton “of Ouebec’s primary sector, which 
PyerUdesweagriculture, forestry, fishing and ‘mining, 
ioprovedeaiin LOU. "Overall, GDPe"grew by “2.07% in’ veal 
Pomc peraccOUntcing Lor "378% vof “the province’ s real 
Gloss domestic product in 1987.+- This good performance 
Moomuakhoelyeattributable "tothe turnaround in activi— 
ties in the mining sector and the increase in farm 
Casierecelpts, particularly in dairy products, *poul- 
try, veal, fruit and market garden produce. 


Primary sector businesses in Quebec none the less 
reduced their capital investment in 1987. era lene, 
capital expenditure moved back by 5.7% to $768.6 mil- 
ton Drimarily due to a drop of some $30 mirliion in 
agni cultures. 


Although primary sector activities strengthened in 
1987, the number of persons employed fell by 7.1% over 
the previous year. This is attributable in particular 
to increased mechanization of operations, with conse- 
quently smaller manpower requirements. Employment was 
down 9) all subsectors, especially agriculture 
(jo, O00 sroresouny 4, 000) mandamining ¥(=2, 000) ihe 
primary sector as a whole provided work for 118,000- 
Dooo ler in L987, Of 42'or all™ jobs in Quebec. 


23 


Graph 10 


TRENDS IN QUEBEC GDP 


AGRICULTURE FORESTRY 


ANNUAL PERCENTAGE CHANGE 


SOURCE: CONFERENCE BOARD OF CANADA. 


Agriculture 


While Quebec agriculture continued to feel the effects 
of world overproduction, its economic health none the 
less improved in 1987, unlike the other Canadian re- 
gions. The fact that the Quebec agriculture sector is 
more diversified and farm income is less tied to grain 
production largely explains this phenomenon. Unlike 
the Western provinces, whose agriculture is less di- 
versified, Quebec did not feel the impact of falling 
world ‘grain pricessin  19o7. With their activities 
dominated instead by livestock and dairy products, 
Quebec producers were in an enviable situation in 
1987, and a number of them were able to improve their 
Linancial. position. Indeed, of all Canadian provin- 
ces, Quebec had the lowest proportion of farms in 
financial difficulty in 1987. Phis was retlectedernea 
major drop in the number of farm bankruptcies, which 
went from 103 in 1986 to 67 in 1987. Whereas closemro 
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One in three farm bankruptcies in Canada was attribu- 
eave co Wucbec in 1984, \thisvratio fell’ to less than 
208 in 1987, 


Farm cash receipts, including farmers' earnings from 
product sales and certain government deficiency pay- 
Mepes, Posted ‘gains in 1987. ‘For the tveartas a “whole, 
Boemorcwwearned 93.30 billion, compared “with! °$3F26-— 
billion the previous year. While this growth does not 
reflect a significant improvement, most ‘agricultural 
Subsectors recorded gains during the year. This phe- 
nomenon 1S basically attributable to the deficiency 
payments made under income stability programs, which 
ehbane, substantially’ from $134.29 million” in’ 1986 “to 
Spe. o million in 1987. 


Graph ll 


FARM CASH RECEIPTS 
EXPENSES AND NET INCOMEX 


CASH OPERATING EXPENSES NET 
RECEIPTS AND DEPRECIATION CHARGES INCOME 


ig82 1983 


NOTE: #PROJECTIONS . 
SOURCE: STATISTICS CANADA. 


E inas from crops posted the highest gains, in 
Vente Seuss (423.18), vegetables (+12.4%) and 
tobacco (+35.7%). Having enjoyed good weather condi- 
Hiens during the year, Crop sales rose by 4.7% from 
€497-9 million in 1986 to $521.4 million in 1987: 
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Livestock, accounting» fos more: sehen / Ut COtegal ie toa 
Gash receipts, salso did) well ean 19877, sthough @iere 
modestly. With the exception of ‘pork <(—=3 4%), emeac 
producers reaped larger profits during the year, 
because of high prices and lower feed costs, largely 


duew® Comelallsings Girawnpepwace s:. SrGnitecant sa neneaces 
were {enjoyed = in epartscular a bye pucducemooOr calves 
(4242 1S) jeand Bicattulies 6 (35/2)e Dairy. <product, sand 
poultnhy DEOdU Ces also experienced increased 


profitability (duringgehe «years, mwath | their se receipes 
rising by 3.5S¢vandeos 344 respechively. 


hab le= +5 


FARM CASH RECEIPTS IN QUEBEC 
main products 
($ million) 


1982 1983 1984 1985 1986 1987 
Crops 350,5 436,1 488,1 544,3 498,0 521,4 


Corn 94,0 115,8 142 2 158,5 126,1 96,0 
Vegetables 85,5 83,6 94,2 102,6 111,0 124,9 
Potatoes 41,7 40,9 48,4 36,9 45,1 46,0 
Frults 35,7 35,1 25,5 42,9 41,4 51,0 
Other crops 93,8 160,7 168,0 203,4 174,4 205.) 


Livestock and products 2 232,5 2 069,9 249,9 209,7 2,510.5 427,5 


Dalry products 951,35 878,3 997,4 986,4 1 011,9 047,2 
Hogs 682 ,9 965,35 596,5 56/7 ,1 672,8 649,7 

Cattle and calves 264,1 296,53 276,6 213,/ 296,1 522 ,6 

Poultry 222,9 215,9 Z25\,1 252,9 26/,1 281 ,2 
Other livestock 111,35 115,9 127,9 129,6 122 ,4 126,8 
and products 


Other receipts 216,4 255,2 Sii,] 338 ,9 529,5 316,2 


TOTAL 2 199,4 2 139,5 3 049,1 5 092,9 > 221,6 > 265,¢ 


Source: Statistics Canada, 


On the other hand, although the main subsectors of 
Quebec agriculture showed signs of jvitalmty ineioere 
these’ had no impact, ‘on the? tevels of semploymenia On 
the contrary, the number of people employed in the 
Quebec agriculture sector ifell byis6;, 000) toe substan 
tial 7.3% below the previous year's level. Since the 
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reduction was less drastic in the country as a whole 
(-1.9%), Quebec's share of persons employed in Cana- 
dian agriculture moved down from 16.9% in 1986 to 
POs 0.1m eh98-/.. 


Forestry 


Logging activity in Quebec, which provides pulpwood 
BOeeeney pulp, and paper. mills and .logs for. the. saw- 
nilis;—pertormed weakly in, 1987.. Unlike the previous 
Veta; weresQuebec logging industry .id not. benetlt, rom 
increased shipments to major downstream manufacturers. 
imciskge DE Teldiiby 2./% .in seal terms, for its .worst 
performance since 1982. Sustained demand for residen- 
tial construction and steady paper consumption in 
NOGeimeAMerica played less decisive Yyoles tn 21987; 
alenough.= both. contributed to . the. strengthening of 
demand for forestry products. 


None the less, the sector's investment picture recove- 
red in 1987. The modernization effort translated into 
Qe Set Seen Capital expenditure, putting an. end to 
two straight years of stagnation. Expenditure on ma- 
chinery and equipment was behind this growth, with 
spending On) construction falling slightly. But, Quebec 
Onley saccounted stor 9.4% of Canadian capital. jinvest= 
ment, a percentage far below that of its share of out- 
OMe 6 2.8) 6 Dues .to declining output,. the mumber Jot 
persons employed was slightly down (-5.0%) in 1987, 
with some 1,000 jobs lost since 1986. 


For Quebec's logging industry, 1987 was also marked by 
the application of a new forestry policy. In effect 
SncemAp imine ae, LOB s, this policy provides. fometnencan= 
Gellation of all forestry concessions and the disap= 
Dearance OL the exclusive rights of cértain private 
Comopanies wacoey a portion, of Crown forest. Added to 
these new measures was the replacement of supply gua- 
rantees and timber licences by forestry supply and de- 
velopment contracts and permits for activity in Crown 
forests. The new stumpage fees will lead to the crea- 
tion of some 7,000 new jobs in forestry development. 


Fishing 


The Quebec fishing industry speeded up its reorganiza- 
tion in 1987. While major steps were taken to stream- 
line operations and restructure management methods, 
the privatization of the huge Madelipéche marine 
complex in the Magdalen Islands considerably changed 
the picture for the sector as a whole. Indeed, with 
the sale to two groups of private Magdalen Island 


Ze, 


investors of the Cap aux Meules, Etang du Nord and 
Grande Entrée plants, as well “as "the Cap aux Meutles 
fleet of eight boats, the Quebec government withdrew 
almost entirely from the fishery sector in ler. 


To’ judge by the-Tanded value ‘of catches, »Quebeer- 
fishing industry posted a good performance in 1987. 
Indeed, although catches remained relatively steady, 
Quebec fishermen's earnings rose substantially, large- 
ly owing to heavy price increases for most categories 
of fish), “shellPish and crustaceans. The province's 
consumption of fishery products is growing and, with a 
limited supply, consumers are having to pay higher 
prices. Landings of “groundfish, the most’ numerous 
species being cod, redfish and turbot, saw the grea- 
test growth in terms of value, with a 66% gain over 
the previous year. The landed value of catches of 
shellfish and crustaceans, which account for more than 
half of Quebec fishermen's earnings, also rose consi- 
derably (+363) in 1987, thanks Jargely to snowcrab, 
shrimp and lobster. Only earnings from pelagic fish, 
primarily herring, mackerel and salmon, declined. 


The restructuring upon which the? Quebec fishing indus 
try has embarked and the more encouraging outlook sti- 
mulated investment in 1987. The modernization effort 
translated into a 15% increase in capital expenditure, 
shared equally between construction expenditures and 
investment in machinery and equipment. 


Mining 


After a long decline; Signs Of - recovery "qradually 
reached the Quebec mining industry wan 1987. Renewed 
demand, generating higher world prices for some mine 
products, was sufficient to strengthen the sector's 
activities in Quebec. Overall, “the total valie cor 
shipments of Quebec minerals hit = $2.53" billion; a 
substantial 11.1% gain over the previous year. 


Shipments from the metal mining sector enjoyed the 
Lastest “growth 9 int Pl9C7 seme pareteular i711 new mana 
precious metals. Quebec’s zinc production almost 
doubled in 1987, oreachingy 80,000) tonnes, tts» hwohnese 
level in 10 years, largely thanks to the start or 
production in the new A-1l zone of Selbaie mines north- 
west of Joutel near Matagami in November 1986. Among 
precious metals, silver and gold both enjoyed a favou- 
rablew situation sinters, In the case of silver, the 
marked price increase encouraged a rapid increase in 
output, so the value of shipments rose considerably. 
In the case of gold, output was down somewhat over 
1986, largely because of the month-long strike at 
North Gate Mines Inc. and other factors Specitircemre 
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Certain Mines, such as the gradual exhaustion of re- 
serves in Minnove Inc.'s Opemiska division. Owing to 
high prices, however, Quebec's gold producers increa- 
sed the value of their shipments by 22% from the 
previous year's level. Consequently, gold remained 


the biggest money-maker in the Quebec mining sector in 
HENS Tie 


Quebec's iron ore producers strengthened their activi- 
tiles in 1987, despite the depressed world market. ‘The 
excess world production capacity was aggravated even 
Miptoereby the Start, of mining on the Carajas: deposit 
iieorazii. olny all, thanks to the more balanced condi— 
tions on the pellet market and the strong North Ameri- 
commecconomy, Ouebec™s ‘output ‘of iron ore totaliled 
approximately 16 million tonnes in 1987, 15% more ‘than 
vee Ue net oes 


Quebec's copper sector remained in decline in 1987, 
largely owing to low prices, reduced demand and two 
fires which brought operations to a halt at the Gaspé 
Mines copper mine in Murdochville. Shipments from 
Quebec's copper mines totalled $112 million in value, 
gjgown 15s from 1986. 


Quebec's building materials industry performed well in 
1987. Demand for cement, crushed stone and clay pro- 
ducts was very steady in 1987, thanks to strong resi- 
dential activity. . 


Unlike metal mining and building materials, industrial 
mining showed jJittle activity in 1987. Demand for 
asbestos, for some years one of our biggest products, 
continued to be very slow. Ine 1987 0 the values sot 
shipments stood at $230 million, compared with $242,8- 
Moidekson ethes previous year. The situation was also 
WouRyinge im the peat “sector, where »— the value os 
shipments fell by a substantial 36% from 1986. 


fpeaddvtion, although the overall situation» of (Ouc= 
bec's mining industry improved somewhat in 1987, 
stronger activity was not reflected in higher employ- 
ment. On the contrary, the number of persons employed 
beminby. 2,000 to 21,000. This phenomenon is attribu- 
table to the restructuring and streamlining in which 
the mining industry has been involved for the past few 
years. Lethargy was also visible on the investment 
front, with expenditure down to $296.3 million in 1987 
from $315.4 million in 1986 and $348.2 million in 
1985 '. 
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Table 6 


PRIMARY SECTOR IN QUEBEC 
main indicators 


GDP Employment Capital expenditure 
($81 million) ('000) ($_militon) 


Group 1986 1987 1986 1987 1987 


Agriculture 1 691 698 82 76 440 


Forestry 433 42) 20 19 
Fishing and trapping 3] 40 2 2 
Mines : 25 21 
Total 127 


Source: Statistics Canada, Conference Board of Canada. 
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MANUFACTURING 


The activities of the manufacturing sector in Quebec 
Strengthened considerably in 1987, enabling most manu- 
facturers to increase sales and post higher DEOL tess 
In all, Quebec's manufacturing GDP grew by 7.0% in 
real terms during the year, a marked improvement over 
the 1.8% growth rate recorded the previous year. This 
performance brought Quebec's share of manufacturing 
Oe Cpulr supe ironies 5.2% sins 19864 to 25 19%, ined 9877), 


Grapial2 
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Roumene ssecond year ina Low, foreigns Grader coptrious 
Locus tibe:sto the ixpansionsot thes Quebec manufactu- 
ranguesector ein .h987;. Indeed, bufiieted) by cerca 
protectionist measures in the United States and the 
rising value of the Canadian dollar against its U.S. 
counterpart, total.export shipments from Quebec were 
lethargic ducing the year, remaining virtually 
unchanged since the previous year at $14.7 billion 
(nine months). While sales.of as number) of. thepmarn 
export products experienced slower growth; others, 
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among them iron ore and concentrates (-4%), asbestos 
(-16%), passenger automobiles and chassis (-56%) and 
lumber (=7%))> recorded? a “decline. In the¥ “case For 
passenger automobiles and chassis, Quebec's second 
largest export product after néwsprint,’ the decline an 
exports is’ largely attributable to* the temporary "cloe- 
sure of GM's Boisbriand facility for plant moderniza-— 
tion. Quebec's lumber producers lost ground primarily 
because’ of ‘the introduction of a’ 15éesurtax on “Cana 
dian lumber exports to the United States. 
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On the other hand, a number of export products took 
advantage of strong foreign demand to expand substan- 
tially, among them electronic tubes and semi-conduc- 
tors (491%) and aluminum 9(+l9 2). Quebec's aluminum 
manufacturers benefitted from renewed demand on world 
markets and continued low inventories worldwide. Mar- 
ked growth was also observed in exports of railway 
rolling stock’ (+11%), boosted by Bombardier"s, tine 
deliveries of cars for the New York subway, and in the 
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aircraft industry, in particular aircraft engines and 
parts (+20%). On the newsprint front, which accounts 
for some 15% of all Quebec exports, the situation was 
also favourable, with exports up 5% since 1986. This 
SGOv Ne wWae largely attributable to the fact that U.S. 
publishers increased their inventories. 


For 1987 as a whole, the value of Quebec manufacturing 
shipments amounted to $65.6 billion, a notable 8.33% 
increase over the previous year. Considering the ap- 
proximately 2.6% increase in industrial selling prices 
during the year, the real growth in Quebec's manufac- 
turing shipments was about 6%. This performance com- 
pares favourably with last year, when real growth was 
Vinevably nail, and it was particularly heartening in 
1987, since it benefitted almost all manufacturing 
industries during the year. Only transportation 
equipment manufacturers experienced some difficulty, 
with deliveries down 9% since 1986. 


But it was the construction-related manufacturing 
industries which posted the best performances overall. 
Imdeed, benefitting from strong activity in residen-= 
tial construction in Quebec and elsewhere in Canada, 
Quebec's lumber and furniture producers enjoyed subs- 
tantially higher sales in 1987, with their shipments 
up 13.5% and 14.4% respectively over the previous 
year. At the same time, the feverish activity in 
non-residential construction was reflected in substan- 
tially higher shipments in metal products (+15.9%) and 
Hhon-metallic mineral products (+11.4%). "Other sectors 
also posted good performances, among them machinery 
ee Bs), plastics (eles oD and primary metals 
C2013). The recovery of the world aluminum market 
played a major role in the case of primary metals. 


The performance of Quebec's manufacturing sector on 
the employment front was less dynamic in 1987, as the 
Wieea kit Varshown. in production was not felt om Gene? la- 
bour market. Indeed, only 8,000 new jobs were created 
during the year, compared with 17,000 in 1986. The 
average number of people employed in the manufacturing 
sector in Quebec in 1987 was 573,000, only 1.4% higher 
than the previous year. This level of employment lags 
far behind the pre-recession level of 619,000. Few 
industries recorded substantial employment growth in 
IOegaes With the exception) of manufacturers, of electri a= 
cal appliances (+8,000), non-metallic mineral products 
(+5,000), furniture and fixtures (+5,000), metal pro- 
ducts (+3,000) and the chemical industry (+4,000), 
most other industries made little contribution to 
employment growth. Some even recorded substantial 
losses, among them clothing (7,000), transportation 
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equipment (-12,000) and miscellaneous manufacturing 
induste.es (=37, 000)" 


Graph 14 
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At $4.2 billion .ini 1987, business) investment iaimytne 
Quebec manufacturing sector was 14.4% higher than the 
previous year. Unlike 1986, when the increase in bu- 
Siness investment was almost entirely attributable to 
the pulp and) paper “sectorpea largesm number of indus- 
tries contributed to the gains made in 1987. POM ie 
nent among them were machinery and transportation 
equipment, with respective increases of 48.3% and 
137.8% compared with 1986. The gain in transportation 
equipment was largely attributable to construction 
work on Hyundai's new automobile assembly plant in 
Bromont’ ‘and. (the modernization “of 9GM~ se “fac ilityasen 
Boisbriand. Strongly boosted by ongoing construction 
work on Domtar's fine paper mill at Windsor in the 
Eastern Townships, the pulp and paper sector forged 
ahead, with capital investment totalling $1.2 billion 
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tome oyeeCOMDared (with Si biltion last’ year. Among 
PiewOunetencajOu manuLacturing industries, substantial 
Gains were also Seen in metal preducts (+20%)>) petro- 
Pune COOUCtT SG (429.44), -furniture  (+3226%)° and food 
and beverages (+19.4%) 


Table 7 


MANUFACTURING CAPITAL EXPENDITURE IN QUEBEC 
wajor industrial groups 


$ millton % change 
Group 1986 1987 1986/85 1987/86 


Primary metals 552 524 39,9 


Paper and allied 023 1 154 48 ,6 
products 


Food and beverages 252 277 0,35 
Chemicals 365 382 45,8 
Transportation equl pment 145 344 15,9 
Textiles 712 83 


Printing, publishing and 83 69 
allted industries 


Other 


TOTAL 


Source: Statistics Canada, 
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Consumer goods industries 
Food and beverages 


The Quebec food and beverages industry has the provin- 
ce's highest output. Benefitting from strong beverage 
sales and growing retail sales by food stores, parti-— 
cularly grocery stores and confectionery stores, food 
and beverage processing activities became somewhat 
steadier in 19872 Following afperiod of Sstagnatilonmin 
1986, the value of shipments sroselbyoo.9¢R tite wyear, 
overtaking the 3.1% ancrease in jthesyselling ~price 
index for this industry*s products: in Canada in 19872 
Since the situation developed in much the same way in 
the rest of Canada, Quebec's share of Canadian food 
and beverage manufacturers' shipments, at 25.2% in 
1987, remained virtually unchanged since 1986. 


While strong domestic demand for Quebec food products 
contributed considerably to the recovery in the indus- 
try's output, weak exports substantially hampered its 
growth in 1987. Indeed, exports of food products, lode 
ded in Quebec, which absorb some 15% of the province's 
output, were down in 1987. Of major export products, 
fresh, chilled or frozen meat and dairy products fell 
back by 5.3% and 32.0% respectively. —Other food pre— 
ducts of less (monetary walue also Saw declining exe 
ports, in particular dried vegetables (-50.0%) and 
cocoa and chocolate s(—2221s)) > = Only sexperts sol cdicet rl. 
led and fermented alcoholic beverages made any signi- 
ficant advance this year, climbing from $68.0 million 
in 1986 (nine months) to $/S..S) midigon sane oS7). Mane 
months). 


Thanks to faster output growth, the number of people 
employed rose noticeably in 1987, with the food and 
beverages industry as a whole adding 2,000 (+3.63%) 
since 1986. Although an average of 58,000 people 
worked in the industry in 1987, the number of jobs 
still remains well below the 71,000 high set in 1980. 


Business investment was up substantially in 1987, rea- 
ching $277 million, almost 20% more than the previous 
year. Major increases were recorded in the dairy in- 
dustry (+$34.7 million), biscuits and bakery products 
(+$14.0 million) and meat and poultry slaughtering and 
PrOCcessingw(490 16 smilony)). These gains were, howe- 
ver, partially offset by declining investment in fish 
products ({(—-$7.9 million) and distilleries 1 —)6. ome 
Ton) 
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TRENDS IN QUEBEC CAPITAL EXPENDITURE 
FOOD AND BEVERAGES 


ANNUAL PERCENTAGE CHANGE 


SOURCE: STATISTICS CANADA. 


Tobacco industry 


Benefitting from an increase in the selling price of 
its products, whose index moved up 5.4% in Canada, the 
Quebec tobacco industry posted healthy growth in 1987. 
Quebec producers, basically consisting of three major 
cigarette companies, Rothman's Benson and Hedges, Im- 
perial Tobacco and R.J.R. MacDonald, reported ship- 
Mentceworrhn 9689 million invb987 «a (220% sncreaseran 
value over the previous year. Since the situation al- 
so steadied in Ontario, where the remainder of Cana- 
dian output is focussed, Quebec's share of Canadian 
shipments of tobacco products remained virtually 
mnchanged, at 7 52%in 1987. 


Wit lows absorbing. «less.» than: 2% of .outputb,, ,Quebeces 
exports of manufactured tobacco: products also contmi- 
buted to increased activity in 1987, reaching $15.8- 
million (nine months), compared with $8.2 million 
(mine months) in 1986. 
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For the third time» ain the past four years, business 
investment by Quebec manufacturers of tobacco products 
declined in 1987. Owing to a $5.3=milltonm dcop mane 
expenditure on machinery and equipment, capital in- 
vestment— total ledsgso7 oem lionel LOS y eS cinco. 
than the previous year. 


Another feature. off 1987, was Stheworadval srranic hem me. 
Benson and Hedges Inc.'s head office employees from 
Montreal to York Mrs, <on ithe -ouUusk iets tom eloroncer, 
following a merger with Rothman's of Pall Mall Ltd. in 
December 1986. 


Leather industry 


Quebec's leather and allied products industry showed 
the impact of the removal of import quotas on mens' 
and boys' footwear (in effect since December 1, 1985) 
with further downward movement in 1987. FOLe ign (pros 
ducts' share of the domestic market grew to over 703% 
in 1987, forcing Quebec manufacturers to reduce their 
output. Compounding this factor was the sweak perrors 
mance of footwear in department stores and specialty 
stores, which posted a 3.0% increase in sales in 
Sale. 


Taking into account the 6.4% increase in the selling 
price of its products, real growth of shipments by 
Quebec manufacturers’ moved back by) 2.238in 71987. ) Sin- 
ce the situation worsened even more quickly elsewhere 
in Canada, Quebec's share of Canadian shipments of 
Feather iproducts=advanced to 36. /s5 18) ov compacted 
Cle sey aeehiy  abige, MASKS). This phenomenon is’ primarily 
attributable to the facts that the mens andi bovce 
footwear sector, which is no longer protected by 
imponut. quotas, atsm@locatedeamatnly, 1m Ontario. As oaim= 
ports of leather shoes for men and boys climbed more 
quickly than imports of footwear for women and girls, 
Ontario® *mantiacturers* market Share was reduced 
further. The leather industry will receive another 
blow in late 1988 when quotas on footwear for women 
and giris*are totamllye in mted. 


It is on the employment “front that the situation of 
Quebec's leather manufacturers is the most worrying. 
In 1987, 2,000 jobs disappeared, representing more 
than 20% of employment in the industry. The declining 
activity was also reflected in falling investment in 
1987: in all, capital expenditure dropped by some 30% 
to'$2.7 milion, its slowest levelsesuncemlom i 
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Furniture and fixture industry 


The furniture industry ‘performed very SUrOnOd yaeein 
1987. Benefitting from the boom in home construction, 
numerous real estate transactions on the resale market 
ena GLOwing= penetration of the’ USS. market, OuUebec'’s 
furniture manufacturers had an excellent year. in= 
deed, furniture sales in Quebec were particularly 
SEuonG lie lJoy js Leaching: »013.5 milildon, i/.7% up over 
the previous year. 


Rapidlysincreasing exports of furniture to the United 
Siaitecualsoe contributed considerably to the industry's 
GEovienmin 19S 7% More and more Quebec firms entered 
the U.S. market this year, as may be seen from furni- 
ture exports, which climbed by more than 30% over 1986 
POmcreach joi? loom bl bonesCnine. monthsiis The "Quebec 
industry exported approximately 15% of its output in 
BIC? ecOmparcduwith elOsein, therearly 1980s.) This: fast 
growth in foreign sales is largely attributable to the 
gualiucty “Oh Ouebec!es output, the industry -semajor reo- 
rientation with respect to design, and the favourable 
exchange rate. Thanks to the creativity of Quebec 
designers, the province's manufacturers are increasin- 
gly developing new products which cater to the expec- 
tations of international markets. 


Quebec's manufacturers, who specialize primarily in 
dining room and bedroom furniture,\.increased their 
shipments by 14.4% in 1987. This growth, substantial- 
ly greater than last year's, was all the stronger when 
one considers that the selling price index for furni- 
ture products only moved up by 4.6%. 


ReGlecting wraplasgrowth, In’ output, thes numbermotepern- 
sons employed in furniture manufacturing companies in 
Quebec rose substantially in 1987. Despite increased 
Mechanization sand the’ streamlining volt “production, 
F O00Rwobs were wadded: sincen 1986, Yand =the “industry = 
employment level hit a high of 27,000. 


Expenditure on modernizing equipment and acquiring new 
production facilities was very high in 1987. For the 
year as a whole, Quebec manufacturers invested a re- 
cord $30.1 million, a marked 32.6% increase over last 
year. This capital investment allowed the industry to 
become more competitive and better meet the expecta 
tions of Canadian and international markets. 
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TRENDS IN QUEBEC CAPITAL EXPENDITURE 
FURNITURE 


ANNUAL PERCENTAGE CHANGE 


SOURCE: STATISTICS CANADA. 


Clothing industry 


Although still threatened by foreign competition, the 
Quebec clothing industry performed satisfactorily in 
LO87s The value, of shipments: from Quebec manufaccuc 
rers rose by 5. Uee during athe: seani(to vies. biligvon:s 
thanks to strong clothing sales in stores and slower 
imports. Bearing in mind the 3.3% increase in selling 
prices forts products 7 vwihe meal qrowtiman thesitindus= 
try's shipments wasS approximately 1.8%. But since 
growth was slightly faster elsewhere in Canada, Que- 
bec's share of Canadian shipments moved from 61.4% in 
1.9 S-65500, 6 02:9 Seine Ow 


The base profits of clothing companies with assets of 
more than $10 million in 1987 were up 21.2% over last 
Vea aces LOS mal von. 

As in the previous year, clothing import penetration 


into Canada slowed considerably in 1987. Affected by 
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mie renewal of the Multifibre ~Arrangement in 1986, 
which limits import growth to the rate at which demand 
rises, imports did not significantly increase their 
Make share in 1987. Imports of major products, such 
as knitted and other outerwear, clothing accessories, 
nets, “Gloves "and mitts, and other “clothing, were up 
10.1% in 1987, compared with 16% in 1986 and more than 
208 m9 S64—19'85., 


Piece vounlngy industry, the Vargqest “employer in. the 
Duebec Manufacturing sector, provided jobs for 697,000 
Deep leminetI9/, a substantial 7,000 (—9.2¢) fewer than 
the previous year. 
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TRENDS IN QUEBEC CAPITAL EXPENDITURE 
CLOTHING 


ANNUAL PERCENTAGE CHANGE 


SOURCE: STATISTICS CANADA. 


Gapital jinvestment’ im “the clothing industry was down 
considerably in Quebec in 1987. Having hit “a vrecord 
$19.7 million in 1986, capital expenditure totalled 
$15.1 million in 1987. Almost all of this decrease 
was attributable to the $4.4 million drop in spending 
on machinery and equipment in _ the mens‘ clothing 
Sector. 
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Table 8 


CONSUMER GOODS INDUSTRIES 
shipments, employment and capital expenditure 


Shipments Employment Capital expenditure 
($ million) (*000) ($ million) 


Group 1986 1987 1986 1987 1986 1987 


Food and beverages 9 906 10 297 56 58 
Tobacco 7194 889 - 
Leather 475 496 7 
Clothing* 3 547 3 728 69 
Furniture 1 047 1 198 Zi 


Miscellaneous Industries NA. NA. 16 


Source: Statistics Canada, 


Note: *inctuding knitting mills. 


Resource processing industries 
Wood industries 


The introduction (of alto 2s suntaxmon sCanediran® lumber 
exports. to the United) States “didnot "ceally ~atrece 
Quebec's wood industries in 1987. While it did gene- 
rate a slowdown in lumber exports and threaten the 
competitiveness of some producers, the surtax was 
almost totally absorbed by American buyers, allowing 
Quebec wood firms: Go Maintain nMidhe progres sings. 


Quebec, Canada's second producer and exporter of 
lumber after British Columbia, benefitted greatly from 
the construction -boom: in Quebec Sand? the “ces job sene 
country, substantially wexpanding. ats 7activiticsiaan 
LOST Quebec's wood firms pulled out all the stops 
last year, and the industry ‘'s¥ capacity, uci lization 
raterose “from 83.59% ein P9386 tee90 «83> ineehoo eae 
months). Thanks to the marked increase in demand for 
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forest products, the value of Quebec shipments clim- 
Deumby, fo. 56, in 1987. This performance was all the 
more remarkable since the selling price index for wood 
Pacoucus vomly: Tose by 2.5%.- Since shipments of forest 
products manufactured elsewhere in Canada rose at a 
Similar rate, Quebec's share of Canadian shipments 
remained virtually unchanged at 22.0% in 1987. Re- 
flecting strong demand, the output of lumber in Que- 
bec, measured in volume, also increased this year, by 
some 2.2%. 


While 1987 was very encouraging in terms of output 
growth, the employment picture was different. Indeed, 
the number of people employed shrank by 3.0% to 
Sy MONON OI 


U.S. demand for wood, which absorbs some 45% of Que- 
bec's total wood output, weakened somewhat in 1987. 
While exports of wood from Quebec benefitted from 
expanding wresidential construction jin the United 
Statesy,, the introduction of the 15% surtax checked 
their momentum this year. in ~albiy Guebec lumber 
exports totalled $528.1 million (nine months). in 1987, 
Conpaucdmvil simes 200. So: milmiOn. inane: months). tie spros 
vious year. 


The modernization of Quebec's wood industries was re- 
flected in increased capital investment in 1987, which 
moved up 9.4% to $84.8 million. The “entire gain in 
Capital expenditure was attributable to purchases of 
machinery and equipment. (+13.1%), with spending on 
construction down by 2.8%. 
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TRENDS IN QUEBEC CAPITAL EXPENDITURE 
wooD 


ANNUAL PERCENTAGE CHANGE 


SOURCE: STATISTICS CANADA. 


Paper and allied products industries 


The Quebec pulp and paper industry had a very good 
Vea Wie oS7s: world demand for paper was strong and 
prices have been rising substantially. Most Quebec 
mills operated at close to 100% capacity, the highest 
rate since 1980. Despite the increasing strength of 
the Canadian dollar against the U.S. currency, which 
was mostly felt during the last quarter, Quebec pulp 
and paper companies showed rates of return among their 
highest in? ‘there hastory. Quebec is one of the 
world's biggest producers of newsprint. 


The value of Quebec pulp and paper industry shipments 
rose by 11.4% in.1987,. reaching “a2 new high’ of] 37772 
billion. As in previous years, foreign demand played 
a prominent: “role > tinsel Jods Quebec pulp and paper 
exports, which absorb more than 50% of the industry's 
output, remained steady this year, as consumption was 
strong and U.S. publishers built up their inventories. 
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While newsprint exports, accounting for over one-third 
Ome eLne = andustry' s shipments, reached $2.25 billion 
(nine months), 5% higher than the previous year, ex- 
ports of wood pulp and similar pulp rocketed up more 
miome oo teeto 5394.2 miliron® (rine months). Although 
paeyeGepresent Only 0% of total exports, Lt was. -pulp 
and paper exports to Europe which posted the largest 
Pyetoase in hI87 jumping “From $307.0 million’ (nine 
Months) in 1986 to S417.95militon (nine months) this 
year. This was the result of a marked improvement in 
Quebec paper mills' competitive position following the 
decline of the Canadian dollar against European 
currencies. 


the spirited activity in the pulp and paper sector had 


an impact on employment in 1987. During the year, 
4,000 new jobs were added, a substantial 10.33 
increase since the previous year. But employment, 


Standing sate anmavyerage sor 43,0005 an 1987, still 
remains far below the pre-recession level of 50,000. 


Numerous expansion and modernization projects for Que- 
bec’s pulp: and paper “mills took shape in 1987. Dn 
all, (capital investment moved up from Si202 billion in 
DOC Cat Ono. bom mbOMm Tunic year. The completion of 
construction work on a new fine paper plant by Domtar 
($800 million) at Windsor in the Eastern Townships and 
@iemreopening by Cascades of ITT Rayonier’s old “pulp 
apemoopen mi lumrnerort. Carnuler contributed particular 
ly to this increase in investment. 
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TRENDS IN QUEBEC CAPITAL EXPENDITURE 
PAPER 


ANNUAL PERCENTAGE CHANGE 


SOURCE: STATISTICS CANADA. 


Other features of 1987 were the sale of the Donohue 
paper mill, in which the Quebec government had a majo- 
rity interest, to the Anglo-Quebec Maxwell-Péladeau 
COnsOrtium for 5320 emi eiton. 


Non-metallic mineral products 


Quebec's non-metallic mineral products industry took 
advantage of the Canada-wide boom in residential and 
non-residential construction to substantially increase 
1ts -OULDUIE Reine ont. The value of shipments rose by 
11.4% last year “to 515.67 biriiwon, “even, though sellung 
prices only moved up 3.7%. Demand for cement, crushed 
stone and clay products Was “panei cularly= strong aeac 
can be seen from the growth in shipments of 11.53, 
19.43 and 17.0% respectively. The industry as a whole 
in Quebec raised its ‘capacity utilization <vatomenon 
T3013 Pn 8G HORI Ieee. Gat neemen cis.) a1 neon. 
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Reflecting the increase -in activity, the industry's 
employment level showed remarkable growth in 1987, 
regaining almost all the jobs lost over the past two 
years. Last year 18,000 people were employed in the 
industry, a considerable advance (+5,000) over the 
previous year. 


Unlakepene, domestic «market, ‘foreign demand flagged 
somewhat in 1987. ie Main exports “of Nnon=metalilac 
mineral products to the United States, accounting for 
Cera eo the wndustcy Ss output,) totalled $139. s— 
million (nine months) this year, compared with $149.2- 
mil dom (nine ssmonths)’ last) year: Among products 
exported, cement and concrete basic products and other 
lene neoeallVcuemineral ws producis stelle byaeoL0.3-mibion 
C205 2S) monde 4). Cum lione W-0.6%) srespectivelly = (mine 
months). Only exports of abrasive basic products 
(owe) -anduichay bracks, Clay, tiles: and srepuactories 
Ct lSa2 2) gained any ground. 


Piecneritcingpesignit icanmtiyainedo8 6,1. Capmtalmexpendi tua 
re’remained unchanged in 1987 at $66 million. During 
the year, increased investment by manufacturers of 
glass and glassware (+$1.68 million) and abrasives 
(Fo3e5 Million) = were offset by declining” investment 
from manufacturers of cement (-$1 million), concrete 
products (CSio mile) ron) and other non-metallic 
Minerale products (—o2, 54 mailiion) . 


Primary metal industries 


Pianks stow stronger world demand and ~highes “metal 
prices, Quebec's primary metal industries had a good 
Veat am 1967. Benefitting from better market condi- 
Biovec eo anesumopecated.-almost flat (outl during) ethe 


Vear, substantially increasing their sales. Indeed, 
the value of shipments from the industry in Quebec hit 
Smee COMdueoO. Obi ion yin 1987. Taking si neom account 


tno oe 4 Sierice tin selling prices, thersgreal sqrowrneuin 
Quebec shipments of primary metals was over 20.0%. 
This performance was all the more remarkable since 
elsewhere in Canada growth was limited to 5.0%. OQue- 
bee producers’ share of Canadian shipments of primary 
metals moved up from 30.4% in 1986 to 34.4% in 1987. 


The alaimanum industry put in a particularly spirited 
performance in 1987. Thanks to greater <demand@ on 
world markets and the continued low level of invento- 
ries, spot prices for aluminum posted marked increases 
during the year, generating higher earnings for. alumi= 
unm pOrOauUce rs. Reflecting the recovery in world de- 
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mand, the value of aluminum shipments loaded in Quebec 
rosé. by  some= 020%) Sango s 7 toms lb i fone eine 
months). 


The steel industry “also had’ a Satistactory veer in 
1987. After several years of slowdown, steel manufacy— 
turers improved their financial position somewhat 
through increased steel shipments combined with pro- 
grams aimed at reducing operating costs. 


Despite increased activity in primary metal indus- 
tries, Quebec producers hesitated to speed up their 
development plans in 1987. Alcan announced that it 
would be proceeding (with ats vplan™ to @constructegan 
aluminum smelter at Laterriére in the Saguenay region, 
at. ai cost of "$750 million.” Inegeneralysnowever, = there 
were fewer announcements of construction projects in 
1987 than in previous years. None’ tie -less, partly 
owing to the start of construction’ on ar magnesium 
plant in Bécancour by Norway"s Norsk Hydro at a cost 
of $400 million, business investment in primary metals 
totalled ($524 mil lion, down aomene 5 ales overn 1986" but 
still far below the S91875 miltiontspenserm L9S5r 
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TRENDS IN QUEBEC CAPITAL EXPENDITURE 
PRIMARY METAL 


ANNUAL PERCENTAGE CHANGE 


SOURCE: STATISTICS CANADA. 


Petroleum and coal products 


Havangreccitu thessimpact of, the collapse of world) 6141 
prices last year, the oil companies had a better year 
in 1987 in Canada. Most of them enjoyed greater pro- 
fitability during the year thanks to stronger prices, 
and the base profits of Canadian companies with assets 
Openoce shone .o.10) mil sion <roseiuby 2.270%. 


In Quebec, where there are still three refineries, 
Shell and Petro Canada in Montreal and Ultramar at 
St. Romuald near Quebec City, the 8.5% increase in 
sales at service stations did not help the industry 
Vee y a miche ain 1987. During the year, the value of 
Quebec shipments of petroleum’ products remained 
wiceually sunchanged ((+1.5%) at a53.3 billion, “hale 
Quebec's share of Canadian shipments in this industry 
Poser trom l6.1%¢ in 1986 to 18.2% un 1987. 
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After several years of stagnation, the petrochemical 
industry “ins Quebec, currently being’ rebuilt. 2 sMon= 
treal's east end, showed a great deal of optimism in 
LOCH Thanks to improved market conditions, higher 
prices and increased production capacity, the industry 
finally moved onto a profitable track. Several” capi— 
tal projects were announced during the year. On the 
one hand, Montreal-based Bitumar, in association with 
ELF Canada, arsubsidiary of “the Frenchs holding company 
ELF-Aquitaine, acquired Ultramar"s ‘abandoned facili- 
ties, where it will operate two polymer asphalt 
plants. On the other hand, having invested $45 mil- 
lion during the year to modernize and convert Gulf's 
old facilities, the petrochemical firm Kemtec announ- 
ced expenditure of $100 million on its east-end Mon- 
treal facilities to produce cumene and paraxylene. 
The federal and provincial governments are to partici- 
pate in. this project “by “contributingessone million 
each, ‘for a total of S19. 2) mil ion seu Stiew rOnn Mor 
interest-free refundable loans. At the same time, 
Petromont ‘continued = Wits "modernization. program spy 
investing some $20 million in its Varennes ethylene 
plant in order to increase its propane supply. 


Although these projects as a whole guarantee the sur- 
Vival of Quebec™s> petrochemical Vindustry, its Tong= 
term growthscould. be tered to thes completion by Solrgaz 
(a consortium consisting of Soquip, Gaz Métro and SGF) 
of a project involving adapting (themex isting woarnuas 
Montreal "gas pipeline’ so that Vee canm convey tos Mons 
treal the gas liquids used by the petrochemical indus- 
IY‘ 
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Table 9 


RESOURCE PROCESSING INDUSTRIES 
shipments, employment and capital expenditure 


Shipments Emp | oyment Capita! expenditure 
($ million) ('000) ($ million) 


1986 1987 1986 1987 1986 1987 


2656 2992 78 85 
Paper 6 469 7 208 
Primary metals 2114 6 451 
Non-metalilc minerals } 50) 1 671 


Petroleum 5 2/2. +5 321 


Source: Statistics Canada, 


Capital and industrial goods industries 
Plastic products industry 


Ener'*Canadtant plastic products industry, Neavily “eon 
centrated an Ontario owing to the major presence of 
automobile manufacturers, maintained its fast pace in 
19675 “Having benefitted particularly from the develo-— 
ping needs of the automotive industry (which continues 
to ybe one of “the ‘fastest growing, markets “for plas= 
tics), the increasingly widespread use of plastic 
packaging products and the strength of the non-resi- 
dential construction sector, this industry enjoyed a 
high ocowth rate ain 1987, During the year, most 
Doce OdiCcteS sh liticwm Lanny at, scl Ose lO maximum 
Production “capacity, with ‘the industry utilization 
Tate climbing to an average of 95.4% (nine months), 
compared with 93.16 last year. 


Quebec, with more than 600 firms, mostly small busi- 
nesses averaging 30 employees, was no exception to 
this good performance. The province's producers, some 
70% of whom are concentrated in the Montreal area, 
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enjoyed rapid expansion in 1987. Like producers in 
Canada as a whole, they increased their shipments, 
which: reachedm io slsbalidon n, .valiie ws (ui yar This 
rise reflects major growth in volume, while unces 
moved up only 3.885 according to the Canadian g indus. 
trial selling price index. Quebec's share of Canadian 
shipments of plastic products thus remained unchanged 
at 24.6% an 198d 


On the other hand, while the plastic products industry 
continued to advance in 1987, its employment level in 
Quebec drew back by 9.1% during the year. With an 
average of 20,000 in 1987, the industry employed 2,000 
fewer people than in 1986. This phenomenon is basi- 
cally” ‘attributable’ to the “substantial incredasee min 
capital investment since 1984 to acquire higher-per- 
formance machinery, with the accompanying reduction in 
manpower requirements, and to the heavier concentra- 
tion of “companies. In wlioSigu Quebecms: | plasitaicc 
producers invested $48.5 million, almost equalling 
Vast vear"stirecorda of S519 emi imon, 


Textile industry 


Thanks to slow import growth, Canada's textile indus- 
try saw, its sales and.output progress well an 1987. 
Its activities were also profitable during the year, 
as may be seen from the base profits of Canadian 
textile firms with assets of more than $10 million, 
which reached $857 million, a substantial 30%) above 
the previous year's figure. 


In Quebec, where more than one-half of Canadian pro- 
duction is concentrated, textile processing activities 
recorded an encouragingly spirited performance in 
Ones The value of Quebec shipments rose by 8% in 
LOST. EO. eo lana elaine Considering the low increase 
in; .prices of some, 2.4% ,, accordingy.to the se anadian 
industrial, selling »prace Jindex,;, che. andustry-s cea: 
growth was more than 5%, its highest since 1983. 


While increased demand from manufacturing industries 
whose activities are downstream from textile proces- 
Sing, namely the clothing and automotive industries, 
played an important role during the year, the slower 
penetration of imports from developing countries was 
the. main. factor ibehind, this. .gpoup Ss -growthi 1 neo 
This phenomenon was primarily attributable to the 
stricter import controls provided for ain biVateron 
agreements under the Multifibre Arrangement. Imports 
of textile products clearing customs in Quebec, which 
accounted for a growing share of the Canadian market 
to the detriment of local manufacturers, were up 9.0% 
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ies lISi; ~a much. lower rate .than those recorded in 
recent years. During this period, whereas a number of 
Lies main imported products posted. sizeable gains, 
among them cotton broad woven fabrics (+40.5% or $41.2 
million), man-made fibre broad woven fabrics (+24.83 
or $19.7 million) and man-made fibre yarn and thread 
(ri4e2% or S16... million), these swere largely offset 
by the decline in wool and hair broad woven fabrics 
(-11.8% or $5.6 million) and blended fibre broad 
wovenurabr ice a(—21.2306o0r) $34.8 million). Trigealile tiie 
VelucyOLpimports of textile products clearing customs 
ame Quebec climbed jfrom about $787.5 million in 1986 to 
Sooteiami | lionminal987 (nine months). 


This brighter picture, which allowed Quebec manufactu- 
fero evo mMainua tay thei nemarket -sharesin Canada, =snadu an 
impact on employment in the industry in 1987. During 
the year, the number of persons employed in the Quebec 
bey curconInouct ry trose pbys 1,000 to “an: average of 
BZ 000; bm ce saboverstne 19865 figure of 61,000. Thas 
performance was all the more encouraging since else- 
where in Canada employment levels were down 6.5% and 
Quebec's share of Canadian employment moved up from 
SU seit Icom FOr Ow Sine LIS 7 


Modernization work translated into annual business 
investment sore ssomes S83.) million in 1987), 2a 15,18 
advance over 1986. Sizeable gains were recorded by 
manufacturers of fibre and yarn and man-made fabrics 
Creoles milatone or tls .6%3), miscellancous “textile 
Didusrmeres=(+55.60 million» or *26.7%) and carpet, mat 
Micaauicmmaninacturers (+53.i million or. 439253) - In 
the latter case, the increase was largely attributable 
to Peerless Carpet's investment of $13.1 million in 
the modernization and expansion of its Acton Vale 
ebeivics While this performance enabled Quebec to 
increase its share of Canadian investment from 28.9% 
Upc Or toss. cs in L967) this ts stiblesubstancrally 
below wts share of output, which is over 502. 


Printing, publishing and related industries 


After several years of rapid expansion, Quebec"s "prim 
ting, publishing and allied industries grew somewhat 
more slowly in 1987. During the year, although the 
value of shipments hit a new high of $3.12 billion, up 
8.1% over 1986, real growth was less than 3% when the 
5.7% price increase according to the Canadian indus- 
trial selling price index is taken into account. Sin- 
ce Canadian manufacturers as a whole posted similar 
performances, Quebec's share of Canadian shipments of 
printed matter remained steady at 28.4 eine bo 

But this more moderate rhythm, which was moreover re~ 
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flected ina "slight™irise iIn> the "capacity yutimiirzarion 
rate, did. net prevent them industry fromeincreasing mes 
sales and enjoying very high profits during Stne “years 
Indeed, the activities of “the’ prineing and: publishing 
sector remained very profitable in 1987, as may be 
seen from the profits of Canadian firms with assets 
over SlO mitiiion, whieh rose by si4aGeemsincem 90 Camino 
Sala, Weal IelOinvs 


Employment in the’ publishing@and printing "industry, 
the fourth largest employer in Quebec's manufacturing 
sector behind food and beverages (58,000), clothing 
(69,000) and electrical products, (45,000), Sancreased 
by 4.8%. in 1987... Prom 42,0005 in, 1986). the numbemmor 
persons employed in 1987 rose to an average of 44,000, 
the industry's highest employment level ever. 


Having invested $82.6 million, in 1986," compared with 
an average of $43.1 million over the past 10 years, 
Quebec publishing and printing firms spent $68.5 mil- 
1i0n> 1m Meapitalsesanvestment. iam LIS Pe primeabpi iy to 
acquire higher-performance machinery and equipment. 
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Graphs Zl 


TRENDS IN QUEBEC CAPITAL EXPENDITURE 
PRINTING AND PUBLISHING 


ANNUAL PERCENTAGE CHANGE 


SOURCE: STATISTICS CANADA. 


Metal fabricating industries 


Quebec's metal fabricating industries put in a consi- 
dercablyF stronger periormance — in w1987.. BOOSted, @by 
spirited investment in the manufacturing sector and 
PULA Cami Pind: ree), scons tructaon <oOf snumerows fori ce 
buildings and lively movement in housing starts, the 
industry enjoyed a high output growth rate. During 
the year, most manufacturers increased their capacity 
utilization rate, with the industry average moving up 
Eoomers ose 1n el OS Gliton/5.824in LOS a(nine monbhs):. 


As demand for metal products was very strong in 1987, 
the value of Quebec shipments increased by 15.9% over 
iastanyear, sreaching: 64.4 bitklion. As selling prices 
EOsesiby, only 3% according tom the Canadian» industrial 
Soldmmo, cprices index, this’ performance “was ) alimine 
Stronger, representing xreal growth of some 135.0%; 
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Quebec Pisrns increased their share Of Canadian 
shipments: of metal products! jsfrom ©2050 ¢ sine 9GG eee 
Dla ee Ul ieeS OMe 


The foreign market, undeniably-~ importanw@ since gl ta dbs 
sorbs more than 10% of the industry's shipments, also 
contributed to -growthmean 1387. Quebec manufacturers 
increased their foreign sales by 6./%, primarily to 
the United States. Among the main export products, 
substantial increases were recorded in iron and steel 
pipes and tubes (+46.3%), steel plate, sheet and strip 
(+46.3%3) and metal products (+30.6%). At scthe! soeher 
extreme, exports of metal sections and iron and steel 
wire and wire rope declined by 20.8% and 10.2% respec- 
tively since last year. 


The sector's good sales performance also affected 
employment in 1987, with 38,000 people employed in 
Quebec, an increase of 8.6%. While this level is not 
a vhighs 4%) brings sche saindus trv yoloses vO p mt comenouw 
record of 417000. 


Reflecting. the Strong vacthivity -dieingmeies year, Capt. 
tal projects were numerous in 1987, primarily in the 
modernization of machinery and equipment. The indus- 
try's capital investment in Quebec totalled a record 
$107.3 million, more “than 20% higher. than’ last year. 
This excellent performance enabled the Quebec industry 
to almost double its share of Canadian capital expen- 
diture, which now stands at 21.9%. While encouraging, 
this is still less than 1ts share of output, estimated 
ALEC LOSS MEOm2a b 


Machinery 


Quebec's machinery industry benefitted from a very 
favourable? sittiatdon eine load. Under-nthe Aampact yor 
renewed investment by Canadian firms, stronger activi- 
ty in the mining and petroleum sectors and increased 
foreign sales, demand for machinery grew considerably 
during the year. The ndustmn saw, thervalue: sok Vines 
shipments increase by a substantial 14.7% in 1987, 
placing: at among, the stop *manut acturingweindustries! im 
the’ provance. Lakung, antewaccountevene mows ur iceman 
machinery prices, approximately 2.9% according to the 
Canadian industrial, selling price index, "the sunduc- 
try's real growth reached the impressive level of 
close® tor: iz. s, Thanks to this strength, Quebec 
manufacturers were responsible for 15.7% of Canadian 
machinery industry shipments, compared with 15.1% last 
year. 
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Foreign sales, which are important as they absorb ap- 
puoiiianerye onc—third) of. “the “industry's *shipments, 
aso, CONntributed to the Sector's growth in 1987. In- 
deed, Quebec machinery manufacturers increased their 
SsaMpienes by sone 13% “in 1987." A sizeable portion? of 
Paice grow lhe awas*“attrabutable “to. exports of ‘office 
machines and equipment, which rocketed from $131.1- 
Mielvonm. nine months) ain L986*"o $203.4 million (nine 
monchs) imneL987% Good results were also seen in ex- 
POLES» CE machinery “for the téxtile*= "industry (+$2.8 
milion sor +13.6%), woodworking machinery (+53.5 mil- 
IOMmeorm +205 9%) and S other industrial ‘machinery 
(oe orn ton sore +34.4%) ¢ Among the other main 
export products, however, decreases were seen in 
manne, ) Olt and gGasedri lings machinery (=S2i° million 
or -28.8%) and machinery for the pulp and paper indus- 
tae Ole Cann Isl | OM Olas —Z 2655-8) i6 


The strong activity was also. reflected in marked 
employment growth (+12.5%) in 1987, with the number of 
workers hitting a high of 18,000. This performance 
was all the more encouraging since employment in the 
other regions of Canada remained virtually unchanged, 
allowing Quebec to increase its relative share of 
employment in the Canadian machinery industry as a 
wacwkeeLo 2o.4¢ enn 19S? strom 2 .ks “in 1936. 


Quebec Lirms)) considerably =increased their “capital 
Exp encrtUrerinel9C7, to a record total oresl23. jams 
lion, a jump of almost 50% since the previous year. 
Manufacturers of office and business machines contri- 
buted particularly to this good performance by increa- 
Singetheineinvestment from $56.2 million an 1986 to 
Ole omni witonain , 2967,. oprimarily tomracquiro, amore 
modern equipment. 
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Graph 22 


TRENDS IN QUEBEC CAPITAL EXPENDITURE 
MACHINERY 


ANNUAL PERCENTAGE CHANGE 


SOURCE: STATISTICS CANADA. 


Transportation equipment 


The transportation equipment manufacturing industry 
was hard hit iby the temporary closure; of GMs automo; 
bile assembly pliant at) Bolsbrijiandm@in 193 7- Indeed, 
primarily owing tomthe sinter ruptronmoL produculLoneron 
some three months at the GM plant, the value of ship- 
ments in the industry fell by 9% since last year, to 
$4.58) brittion:. The many difficulties experienced by 
Quebec shipyards, characterized by practically empty 
order books, also played a role in the group's poor 
performance during the year. 


The weak activity in 1987 was reflected) ing a ‘Ssignitas 
cant decline in the industry's employment level during 
the year. The number of workers fell from 47,000 in 
1986 to: 35,000, anF 19877 thes largest rdropsinvany, Guepec 
manufacturing industry. This performance was all the 
more lackluster since elsewhere in Canada employment 
in transportation equipment manufacturing plants 
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Gemoreneod Sstcady, reducing OQOuebec"'s .share of total 
Canadian employment from 20.0% in 1986 to 14.8% in 
LOB es 


PawisseOnmenee investment »front that. the. industryss 
bemrormance, was Che most heartening in -1987. Indeed, 
Capitaine xpenditure. by Ouebec’manufacturers totalled 4 
Gecord 2344.4 miliion during the year, close to $200 
Mioeelron. more ethan in 936%, Among major capital 
projects completed or in progress in 1987 were: 
Mrconom uct lone OL eal sautomobile assembly plant: 1m 
Beonont. Oy the Korean’ firm’ Hyundai at “a ‘cost Mor 
sowoumilidon, where the first cars should roll from 
the assembly lines in December 1988. When the 
Dilantin meoacnieseeLutel | pLOoductivon, ihe Loo tee wilh 
employ 1,500 people. 


Modernization of GM's automobile assembly plant in 
Bousbr vrandeat a cost. of S450°million. “GM's. invest— 
Menteseconsists Of M5300) miliaion toy build an wltramo— 
dern paintshop, which should begin operation in 
fall 1989, and $150 million to install new assembly 
CG pnienwanor sane front-wheel drive: Chevrolet Celes 
Davee Tovee moderhezation project. Was financed 
from. federal and provincial funds, with each gover-= 
HMMeCnLeprovidingeaarrohO million intenestanree, loan 
repayable only in 30 years. 


The French firm Fonderies Montupet also announced 
mieo niente Ore come sollO mrition in a plate tor 
manufacturing aluminum automobile cylinder heads 
and manifolds. 
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Graphyz3 


TRENDS IN QUEBEC CAPITAL EXPENDITURE 
TRANSPORTATION EQUIPMENT 


ANNUAL PERCENTAGE CHANGE 


SOURCE: STATISTICS CANADA. 


The transportation equipment industry, more than 70% 
of whose shipments are exported abroad, benefitted 
from good foreign demand in 1987. With the exception 
of exports of passenger automobiles and chassis, which 
fell by a substantial 56.4% compared with last year, 
primarily due to the temporary closure of GM's Bois- 
briand plant for modernization, most of che other main 
export products enjoyed Jinereases- in? 2987. in tive 
railroad ‘sector im) panticulan mex pOGtS OL mallwayarol. 
ling stock benefitted from Bombardier's final delive- 
ries of cars for the New York metro. ine tall: shan 
ments: rose ‘by, lS t2sfrom S236 imiltiion Unie lo86 Anan 
months,) to $318.5 mitiion in) 2%" (mine montis). In 
the aircraft .industry, exports) of aizcraft. enginestand 
parts and aircraft assemblies, equipment and parts 
alsovhad a good year in’ 1987p with ethetr value, nero. 
Sing by 20.5% and 6.6% respectively since 1986. Note- 
worthy in the sector was the excellent performance of 
aircraft manufacturer Canadair, which “had ~ tUstebece 
year ever. Having streamlined its operations and 
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adopted a new marketing policy, Canadair moved onto a 
profitable track in 1987 and is in good position to 
ensure future gains. 


Hor luebec=s “transportation equipment manufacturers, 
i988 Looks’ ‘promising, ‘as sevéral major production 
contracts were awarded to Quebec firms during the 
year: 

* Bombardier received a $60 million contract to 
Manuracture monordils= (i2ecars) ~ for’ “Walt. Disney 
World in ‘the United States. 


Bombardier obtained a $45 million contract from 
Boston's Massachusetts Bay Transportation Authority 
toe bund 20 tsuburban’ "railway “cars “and 9 related 
pants. 


Bombardier won a major SLO million contract” “to 
build 50 diesel electric locomotives for Nigeria, 
Preimaguly “through Financing from ther Export weve- 
VopMchia GoOnbOratiom. (EDC), which “provides tor) a 
GUlecCuU loans Orb 85s Of ~the™ amount to the Nigerian 
GOvernment « 


Héroux, a Longueuil manufacturer specializing in 
the design, production, maintenance and overhaul of 
Fandingmgeat,. WOn <a Major contract eirom she as. 
al com Dude elandinge: dearest Ob. 200 "kC— i> SReciie 
tankers. Ihe contract, worth $88 million, will be 
Spread over five years. 


Canadair- concluded a major $410 million ‘contract 
with French and German partners to sell the C1-289 
aerial reconnaissance system, its largest export 
ever. This contract should generate 200 jobs with 
Sicrot. Laurens valrcraltymanuractuuenr. 


Electrical and electronic products industries 


Neti vity win Quebec vs: electrical* and electronrc ~pro- 
Guctcminductries, heavily concentrated in the manu acz 
ture of telecommunications equipment, was not that 
Serong mr 1987. Thewvalue of Quebec shipments rose” by 
ery 4. Oss during “the “year to $3.3: billion. Taking 
into account the 1.8% price increase in this industry, 
real growth was less than 3% in 1987. As a slowdown 
in output was also seen elsewhere in Canada, Quebec's 
share of total Canadian shipments of electrical and 
electronic products remained steady at 24.3% in 1987). 


The recovery in foreign sales was one of the few posi- 
tive factors for the industry during the year. 1a ae 
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deed, except for exports of business: «communications 
equipment, which fells 10.4% to) $244.7 ima biony(aane 
months), most other export products showed sizeable 
gains. A case in point was electronic tubes and 
semi-conductors, whose exports rocketed from $273 mil- 
lion ..(nine-~ months ) tne 1986. to a5520,9emi lion, (aaee 
months) ane Loewe Ltijwas: on: the: jJobi"cCreationi iron, 
however, that the group's performance was the most 
striking. Indeed, the low output grow had no negative 
impact on employment levels in the industries in 1987. 
On the contrary, the number of workers hit an average 
of 45,000, a marked increase of approximately 8,000 
over last year. 


Quebec's electrical and electronic products manufactu- 
rers increased their capital expenditure by 9% in 
1987, primarily to purchase machinery and equipment. 
Capital investment totalled $167.2 million this year, 
compared with »>l5374° millions astm, cam. Dare nome) is 
period, increased investment was recorded by manufac- 
turers of energy “wire vand - cable’) #(125.38%)7. slaghting 
fixtures (+34 13); telecommunications equipment 
(+8.43) and miscellaneous electrical products 
(446.8%). Only investment in the Industrial we lectri— 
cal equipment industries declined, moving down to 
$8.5 midiion ins 98 impo ode se mele onesie oo On 
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Graph 24 


TRENDS IN QUEBEC CAPITAL EXPENDITURE 
ELECTRICAL AND ELECTRONIC PRODUCTS 


ANNUAL PERCENTAGE CHANGE 


SOURCE: STATISTICS CANADA. 


Chemical industry 


Quebec's chemical industry put in a good performance 
ine L987, enabling manufacturers to ineréase their 
CUeEpUtA andr poste high’ protits: during wthe year. Under 
PACH UCOnbDIinced wimpacw of strong gsales sof) industra ak 
chemicals, the growing use of plastic products and the 
more than 10% increase in retail sales of pharmaceuti- 
cals, medicines and cosmetics, the value of shipments 
he te oenacgh of S404 billion une 1987, 656% abovemmacst 
year's level. Taking into account the increase in 
product selling prices, up a mere 2.7% since 19806 
Becording ~to «the “Canadian “industrial selling Yorice 
index, the sector's real growth was approximately 6%. 
This performance meant Quebec manufacturers accounted 
for 23% of Canadian shipments of chemical products. 


TP was on the job front that the industry's performan- 


ce was the most remarkable in 1987, with its employ- 
ment level moving up 15.4% to 30,000. thie. .ecge 
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influx off new workers! brings the indust ryclose sto ites 
record, set ain 1980; of 33,000 persons temployecdmand 
means “‘that--Quebec accounts fon close stomonesc i mcemos 
all employment in the Canadian chemical industry, or 
substantially more than its 23% share of shipments. 
This is partly attributable to thes factisthdac guebec 
tacks certain high=productivity Imdustrves js  sucimra. 
the sagniciltural “chemical productsiesector,) andwtcmre. 
lower productivity in most other industries. 


The weakness of exports was a disappointment in 1987. 
Foreign sales, which absorb some 20% of shipments, did 
not contribute to the “Industry %s growth, during tne 
year. On the contrary, most Off sthe maim export eou0- 
ducts showed a decrease, among them metallic salts of 
inorganic’ “acids \(=3.82)%— andustrial®’ ichemicale: “and 
explosives (-31.6%) and broblogical “and immino logical 
PLOCUCTS 1G=ta/ eye 


After three straight years of strong growth, capital 
expenditure in Quebec's chemical industry slowed down 
considerably in 1987. 


During the year, Quebec firms spent $381.6 million, a 
mere 4.5% more than last year, compared with an avera- 
ge annual growth rate of over 40% between 1984 and 
1986. This moderate figure is largely attributable to 
plummeting capital investment by manufacturers of 
plastics and synthetic resins, which dropped almost 
37% from 72.6 million in 1986 "to 245. Semil ion 
ose Among Manulacturers OF drugs “and. puarmaccuLlt— 
cals, although several firms waited until the House of 
Commons adopted Bill C-22 on pharmaceutical patents 
before finally launching their investment programs, 
Capital expenditure was up substantially in 1987 at a 
total of “$43.4 million, compared) with $29.5 milion 
last¥yecars) Twotmajyor icaprtaleprojectse inwellS 2 anmehe 
pharmaceutical industry were Ayerst Laboratories' 
investment of some $30 million to modernize their 
pharmaceuticals plant in St. Laurent and Squibb Cana- 
dats start’ of work onval SlAmmel Mion project .tomexpand 
its research centre in Montreal. 
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Graph 25 


TRENDS IN QUEBEC CAPITAL EXPENDITURE 
CHEMICAL INDUSTRIES 


ANNUAL PERCENTAGE CHANGE 


SOURCE: STATISTICS CANADA. 


ee wecnem adoption “of Bill C=22° lon pharmaccutical 
Datents,, which Grants innovative firms absolute pro- 
tection for 10 years on discoveries of new patent 
medicines, capital projects should become even more 
numerous over the next few years, particularly in the 
Nonterealimuwarea, where a large portion. iof ~ Canadas 
Pesearchackivities is’ concentrated. Indeed, the 
Canadian pharmaceutical industry has undertaken to 
raise its share of earnings reinvested in research and 
development from its current level of 4.9% to 8-10% in 
10 years. 
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Table 10 


CAPITAL AND INDUSTRIAL GOODS INDUSTRIES 
shipments, employment and capital expenditure 


Shi pments Employment Capital expenditure 
($ million) ('000) ($ mill ton) 


Group 1986 1987 1986 1987 1986 1987 
Rubber and plastics 990* 104* 20 dq] 84 


Textiles 836 077 32 72 83 
Printing : 887 122 44 83 69 


Metal fabricating 775 38 89 


Machinery 18 83 
Transportation equipment 5D 
Electrical products 45 


Chemicals 30 


Note: *Excluding rubber industry. 


Source: Statlistics Canada, 


66 


TERTIARY SECTOR 


mme =tereiary sector, which includes numerous very 
varied services, namely transportation, communications 
and Other Jucilities, “trade, finance, services Vand 
PuCPrewacministration, “1s by far the most important in 
Gucbeew sin bI87 it “accounted for more than two-thirds 
Gis ebeo ww eOLoOss, comescic product “and 7/133 “of “toral 
employment in the province. This sector expanded 
ioc ie IO) pawl bts hreawGDP* rising by 3.68%. 
Several factors were behind this spirited performance, 
among them the exceptional strength of the residential 
market, which reached unprecedented heights this year, 
nugner. electricity exports to the United, States, and 
strong consumer spending. 


The strong activity was also reflected in a marked 
increase in jobs. in, cally 82,000 7adaditional workers 
found employment in the various industries in the 
Sector, whieh thus accounted for more than 80% of all 
newer j}OD8 Creation in Ouebec. This gain was largely 
abeatbutable= to | communicatirons, “(1107000 5; obs) and 
finance, insurance and real estate (+14,000). 
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Graph 26 


NET JOB CREATION IN QUEBEC 
BY SECTOR 
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SOURCE: STATISTICS CANADA. 


Transportation, communications and other utilities 


Quebec's public utilities sector, consisting of trans— 
portation “and communications s. Imdustales sande eo eler 
utilities, expanded rapidly in 1987. Indeed, owing to 
the vigorous economy, reflected in a marked increase 
in activity in the tCranspercationeandmcommnlcatlonc 
sectors, and the growing penetration of electric power 
exports to,the United States, real GDP grew by 6.1% in 
1987, marking the, fvbth ctaalguce yeaum ore growth, In 
the case off transportation, stcuCKk inom ti rise said sade 
Carriers in particular benemitted™ considerably Sircm 
the recovery in manufacturing and mineral shipments 
and substantially increased their sales. Among -Que= 
bec's public utilities, which include Hydro Quebec, 
the rapid output growth’ was primarily attributablemrze 
increased power exports to New England, which went 
from $41.7 million in the first. nine months of P9SGiire 
$159.1 million for the same period in 1987. Added to 
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this was a growing nUMDer Or jusers of electricity son 
tne domestic market «thanks to»-strong residential. and 
tedustrial construction in 1987. 


Uniikesthe previous four years, during which Capital 
projects had slowed down considerably, expenditure in 
the transportation, communications and other utilities 
Geovperlecovened “strongly Gin 1987. OvVetadsd~. “capawad. 
mvyestmentmcose by a substantial’ 21. 1%-,from $2.99 bil- 
Pron tne 286 tomes..5 bidsdivon anel987.— Almost =<al1—of 
Chis SO00million «increase was attributable to the 
strong growth in investment by Hydro Quebec. Indeed, 
having experienced a marked decline since the comple- 
Hi10neck;Phase 1 of James Bay, anvestment in electrici= 
Syeecimmed) considerably “in, 1987 to reach approximately 
Simo bid lton, some S440emillion higher than its .1986 
level. Massive investment is also planned in the next 
Peweyears Whth Construction Of the high technology 
equipment required for the period from 1989 to 1995 
end Che upgrading of the electrical distributiom ser 
vice calling for major expenditures. All fields of 
activity posted increases, particularly electric power 
“cansDOGtatwon with ithe Start. (of construction -work.on 
an $850 million line between James Bay and the Eastern 
Townships. 


Investment in the transportation and communications 
sector, while more modest, also rose substantially in 
1987. On the one hand, thanks to massive purchases of 
machinery and equipment for the cable and telegraph 
networks and high spending on construction in the 
telephone systems, total capital expenditure in 
Comumuntcations was up) 14.2% in 1987 toess 71.5 mitiion. 
On the other hand, with increased investment in air 
Brome portationg(+to24.6 emi ligon), surban and intercity 
Pa@aaopoutatlonmds 20. lami llion)! and smagine.transportas 
Eon tocle4onmiblron),; se tOtal Capital cexpendi eure in 
Eeamsportatvon iat 5560.9 million, 1o.60% more: than in 
To B10r. 


Another major event in 1987 was the privatization of 
Teleglobe Canada, a Crown corporation with the monopo- 
ly of overseas telephone transmissions, to Montreal- 
becca uiemotec Data, a firm specializing wim clecrmanic 
products and data communications. 


Unleke the previous year, the increased “activity in 
the public utilities group had an impact on employment 
in 1987, with the number of workers rising by 6.4% 
ever 1986. While this performance was excellent, it 
concealed some major differences. Indeed, all jobs 
created in 1987 were attributable to the communica 
tions (+10,000) and transportation (+5,000) sector, 
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whereas the electric power, gas and water group lost 
2,000 jobs; vequivatente. to, ae7 kt farop:. 


Trade 


As in the previous year, Quebec's trade sector eéxpe- 
rienced strong growth in 1987 and was oneVor- The mose 
dynamic components in the economy. Thanks “to's the 
increase in disposable personal income, the low rise 
in interest rates and greater consumer confidence in 
the economy, consumer spending remained very firm in 
OSs Overall, the realeGbpes of Ss tie™ trade Vsectorm, 
which includes retail and wholesale trade, climbed by 
8.73) its best performance: “since 819837) 5 givinoss the 
sector the (highest? output! eqrowth wot “any -ccononve 
Sectors i1ne Look 


Retail ‘sales’ in Quebec totalled 293879) pilttonsin Loe7e 
a marked increase of 12.6% over 1986. By fare the 
majority of types of trade increased their sales in 
1987. Motor’ vehicle dealers sales; whichwaccount: tor 
more than 20% of total retail sales in Quebec, moved 
fast’ in. 1987, continuing tovadvance: fer ther tai the ycar 
in a row, send TaAsingeby 19.36) bo Bonz Deion cocd 
results were also recorded in sales of household ap- 
pliances®  (+37.72)%. “furniture (Alien wand. hardware 
products (+24.2%3), which all benefitted considerably 
from> the boom Wine homes constructron. The food sector 
also played a dominant role in the advance of retail 
sales in )'QUebec,™ “with. Ssales" in’) grocery =—stores, 


confectionery stores and miscellaneous items up by 
Zora os 
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Graph 27 


RETA SALES 1987 
ANNUAL CHANGES IN SOME KINDS OF BUSINESS 
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On the other hand, while the total volume of sales 
rose substantially, the number of persons employed 
remained quite steady in 1987, with the creation of 
6,000 jobs, a mere 1.2% more:than in 1986. 


The trade. sector “spent $172.6 million on’ building 
COnctructwon th 198), a substantial Sincreace ot more 
than 40% “over last year. Capital expenditure on 
machinery and equipment also increased, albeit more 
modestly, reaching. »°336.6 million in) f987, “compared 
with $300 million the previous year. 


Finance, insurance and real estate 


The finance, “insurance and real .estate sector “posted 


exceptional performance in 1987, establishing new 
records. Overall, ereal =GDPY climbed by, a.m If sents 


fifth straight year of growth. 


if 


The housing market was one of the most dynamic compo- 
Newnes: nee o7 Indeed, “this* was ~one of “the moseé 
fruitful years the Quebec residential real estate 
market had seen for a long time. While the number of 
housing starts shattered the all-time high set in 
1976, a fever of speculation took hold “of the xvesale 
markét.  (Invthe first monthseor, the year, ein particu— 
lar, the number of houses sold and the selling prices 
of these houses rose very quickly. Overall, although 
conditions settled down somewhat in the second semes- 
ter, the numbery*of properties: scold shattered) Fall 
records in 1987. The booming activity was also much 
in evidence on the employment front, with 9,000 addi- 
tional workers joining the ranks of insurance and real 
estate agencies in 1987, representing a staggering 
gain’ of more thane204 over, 2936. 
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As in the previous two years, real estate operators 
carried out some major building \constructiion —prosects 
an, LOS 7s In all, these projects translatedssiace 


Vie 


expenditure reaching a high of $1.3 billion, a marked 
42.8% increase over 1986. Added to this investment 


was expenditure on machinery and equipment totalling 
Sie] Joo ineeion «ine u98 7 


For financial institutions, 1987 was also marked by 
rapid, albeit more moderate, expansion. Indeed, 
Luanks tO. =-good) Conditions “in the real estate “sector 
and’ firm consumer spending, which in turn’ strongly 
boosted applications for mortgage and consumer loans, 
BingieGlet institutions substantially “increased their 
operating volumes in 1987. This increased activity 
was also reflected in a marked increase in employment, 
Wieieecic number (of —persons employed rising by 5.3% 
since (1936. ney’ lysines the: oimtnent wase.the! ustock 
Markee Collapse. -on Monday, (October 19, 1987) and “the 
following days, which created a distinct climate of 
MNcCeataineye concerning the “economic outlook: In 
addition to cooling investors' enthusiasm considera- 
bly, the stock market crash had negative impact on the 
Muebeoc Stock Savings Plan (OSSP), as most small Quebec 
businesses wishing to enter the stock market delayed 
or withdrew their share issues. 


Another feature of 1987 was the faster decompartmenta- 
lization of the four major components of the financial 
sector (banks, trust companies, insurance companies 
and real estate brokers), with several institutions 
ehanging control. 


Socio-cultural, business and personal services 


Growth in the socio-cultural, business and personal 
services sector, whose activities are largely parapu- 
blic, in particular’ health care and educational servie 
ces, was weak in 1987. Real GDP grew by a mere 0.3%, 
as a result of budgetary restraint and low population 
growth. It was on the employment front that services' 
performance was the most encouraging in 1987. Having 
for some years captured a growing share of total em- 
ployment in Quebec, the service sector added 37,000 
workers during the year, a sizeable 3.9% increase over 
last year. In all, the number of employed reached a 
new high of 984,000. Job creation was particularly 
high in medical and social services (+19,000 or ee Ley 
and accommodation and restaurants (+7,000 or 4.3%). 
Notable gains were also seen in miscellaneous services 
and entertainment and recreational agencies, with 4.8% 
and 6.7% increases in employment levels respectively. 
In the field of education and business services, on 
the other hand, the number of persons employed grew 
fece sduiemivy; by 2.0% and 1.7% respectively. Only 
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jobs in personal services were down from last year, by 
heat 


Capital expenditure. in ‘socio-cultural, mousinesom 114 
personal, services totalled $2.02 billnony tn 198 7 7 eoome 
$200 million more than ‘the previous years. “Almost “ait 
of. this increase’ was attributable to, the spuschase sor 
machinery and equipment by hospitals and educational 
and. .social, “Service institutions, Swhieheswemte = from 
Sled 2 Dil bion vino? Osstoes Lo 2a isle Onesie On 


Public administration 


In Quebec, employment in public administration and 
defence rose significantly an, 1.907 -sekmploying: aycouam 
of 209,000 people, distributed almost equally among 
federal, provincial and municipal governments, the 
sector added 11,000 workers since last year. The 
provincial government entirely recovered the 4,000- 
jobs. lost in 2986 by creating) 7,/000 mobs: thie tycanpea 
sizeable 10.1% increase. High gains were also seen in 
local government, where the number of people employed 
rose by 3,000 (+4.7%). On the other hand, there was 
no change in the federal government, which still em- 
ployed 64,000 workers. Average weekly wages for the 
group as a whole rose by 4.8% during the year, rea- 
chingys 562530) pemaeload © 


Por the second year running, capital investment decli- 
ned)-in LOSH ato ba Mangos. Oompa on. While invest- 
ment in machinery and equipment rose by 1%, construc— 
tion expenditure, including athe. consteuctvon Of pubic 
buildings and infrastructure for transportation, water 
supply and wastewater in particulanm, fell by) 025s. es an 
all, capital investment, in 1987 was down) by 0.23. 
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Tab Lest 1 


TERTIARY SECTOR IN QUEBEC 
main Indicators 


GOP Employment Capital expenditure 
($ milllon) (1000) ($ mi llton) 


Group 1986 1987 1986 1987 1986 1987 


Transportation, communication 8 734 9 582 218 232 2 877 3 483 
and other utilities 


Trade 10 71 1k O57 515 521 421 509 


Finance, Insurance and 11729 12 260 155 169 127 1 637 
real estate 


Services 18 596 18 661 947 984 1 822 2 021 
Public administration 5 042 5 086 198 209 3 059* 3 053% 
Total 54 272 56 646 2 055 2115 9 396 10 703 


* tncluding Institutions. 


Source: Statistics Canada, Conference Board of Canada. 
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TOURISM 
Performance 


While the number of American tourists visiting Quebec 
rose “only slightly an 29877 theme. wace%s  “sigit = can 
increase in “the number sot “tourists VLrom «lsewnere. 
Indeed, between January and September 1987, the number 
of American tourists entering Quebec rose by only 
2.2%, whereas tourists” from other countries were up 
20% 3 5. 


This ‘major feature of * the 1987 tourist season jis 
largely attributable to the decline of the Canadian 
dollar against European currencies and the efforts 
made by the different levels of government to attract 
these tourists Sto ecanada. Non-UsS.) Ptourists senow 
account for 14% of the total foreign tourism market. 


Quebec's performance compared favourably with the rest 
of Canada an el9.8y7%. Following the slack period after 
Expo '86 in Vancouver, the number of American tourists 
fell by 3.8% in the country as a whole whereas, as in 
Quebec, the number of non-U.S. tourists rose substan- 
tially, although a tittle Less “than mn Ouebec. Onvas 
rio posted the best performance in this regard, with a 
37.3% increase. 


The average hotel occupancy rate in Quebec between 
January and September 1987 was 60%, compared with 
58.1% for the same pewmiod sine osor The Montreal and 
Quebec City regions posted rates well above those of 
the other regions. For the summer 1987 tourist sea- 
son, only the Gaspé and Abitibi-Temiscaming regions 
showed a decline since the previous year. 


With respect to Montreal's tourism product, over the 
past few years efforts have been concentrated on re- 
newing the Colbyses abtractions and defining a 
distinctive image for itself on foreign markets. 
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OVERVIEW OF QUEBEC REGIONS IN 1987 


General overview 


Overall, ~ tne Quebec economy posted an excelient 
economic performance in 1987: real gross domestic 
product rose by 5%, manufacturing investment was up 
14%, and the employment level (+3.5%) advanced more 
auvekly= than ane 19e6eit+2. 22°). But Quebec's regions 
ara not share equally in this economic growth. 


The greater Montreal area recorded substantial gains 
on the employment and manufacturing investment fronts. 
Among the other regions, only the Outaouais and Lower 
St. Lawrence/Gaspé posted an employment growth rate 
above the provincial average. The completion of major 
industrial projects meant lower levels of manufactu- 
Ging anvestment «in Mauricle/bois, (Francs, @Abitibi- 
Temiscaming and the North Shore, while at the other 
extreme the Montreal region saw its manufacturing 
investment rise at more than double the 1986 rate (cf. 
Grapis 29 "and 30°and Table 12 attached). 
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Montreal region 


The Montreal region accounts {for 6GOt rot all thes jobs 
in Quebec and two-thirds of the province's manufactu- 
ring base. 


Its economic base is largely divided between manufac- 
turing and .\they export-=ordented stereiary sector, Inelu— 
ding transportation and communications, financial ser- 
vices, services to business, head offices and tourism, 
concentrated mainly in the Montreal metropolitan 
area. 


Its employment level grew by 4% in 1987, compared with 
1.9% in 1986. This was the first time since. 1964 thee 
this rate had been above the provincial average 
(Corea ee But wthis fact Had little impact onweres 
unemployment rate, which drew back by a mere 0.5%, as 
the number of jobless remained steady while the labour 
force increased. At 10.0%, the unemployment rate 
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Gemains high; more than. double Toronto's (4.6%) and 


only three-tenths of a point below the Quebec average 
GLO 33 3) 


Manufacturing investment in the greater Montreal area 
Beacneda 2.2 billion in 1987, up 36% (compared with 
Gee in 1966 7and 14% in the province as a whole). 
MOteweoon. one=quanter (2/%)\1of this, expenditure «is 
invested in the machinery-transportation equipment 
Geovpea(.l10enmil lion, + /08) . Major projects. in 
progress or announced in these sectors include GM's 
automobile paintshop in St. Thérése ($450 million), 
byundatesmpLant Ine bromont (s350 milPion),. Ocrlikon s 
Dlenvwainwor.. Jean, (930)mi) lion). and: the *modernrzation 
ChasbaciLbitwesr rat) Bombardien's,-rallroad .division in 
Montreal (317 million) and at Heroux in» Longueuil 
Colom illo). 


The other main industrial groups in terms of invest- 
ment are petroleum and chemical industries ($329 mil- 
ion Ot bo sror the, totaly. primary .metale aoc s Lomi = 
iment: on 13%) and foods and beverages (9253 midlion o 
VS rs Among. Major Iprojects,. in these §sectors are: 
Montupet+s, foundry for aluminum automobile parts in 
See Ceca remm(uLOemilmoni,. sbeenomony m(>40mmdl Vion), 
Ni Chem, Canadas (S6Gomililion) and Himont ($40 million) 
in Varennes, Air Liquide in Contrecoeur ($30 million) 
and Quebec Metal Powders in Tracy ($45 million). 


Manufacturing investment in the Montreal metropolitan 
Biecanmat sl.2 billion, cose, by 21%), compaccd ewitnszcs 
fo oso. This wepresents 42% of the value of sinvese— 
ment carried out in Toronto, compared with only 32% in 
ASH SHEY 
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Central regions 


Most of the remaining jobs in Quebec are located in 
the central regions bordering the Montreal region. 


The forestry industry and the age i= food and 
traditional sectors’ (textile-clothing-leather—fLurnieu— 
re) are the main components of the economic base of 
the Mauricie/Bois-Francs and Eastern Townships’ re- 
gions. 


Employment continued to grow in Mauricie/Bois Francs 
ine 1987 ¢€+3:1%)), but” much moremelowly “uhiane ii eloo6 
(+6.7%3). While the unemployment rate went from 12.3% 
to 11.4%, it remains above the provincial average of 
LOS =, 


After hitting a ‘high in 1985) manufacturing investmene 


fell ‘by=a7/s) in boson and then s0sauin Mies. Theselys7 
decrease “1s “attributable. to the’ completion “or saorc 
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major establishment projects during the year, among 
them Aluminerie Bécancour ($1 billion), Oxychem ($50- 
million) and Hydrogénal ($45 million) in Bécancour, as 
well as the completion of modernization work on the 
CIP and Kruger paper mills in Trois Riviéres ($5 mil- 
lion each). 


The level of manufacturing investment in the region 
($428 million) remained high none the less, eclipsing 
aLietherocherns regions, except Montreal and the Eastern 
Townships. Other industrial projects will be comple- 
ted in 1988, among them Norsk Hydro's plant in Bécan- 
Course V0emMili1 on) andthe modernization» of thes Con— 
SOolidatedsBathurst ($/2 midkion) sand Shawbec (S16. mii-— 
mon) eis in Shawinigan. 


Employment in the Eastern Townships, which had posted 
SeLOnGuminowth* ineel9S5, (+l? )esand “steadied, im 1986, 
Stowee Gmaadyancing tagalnenmwellS7,.tbutwat aorate: (F195) 
betow the provincial average: of 3.5%. AS Geto 1 abolms 
force grew more quickly than employment, the unemploy- 
ment rate rose, going from Quebec's lowest (9%) in 
PO COMRUORMLOS / ce ins LOS. higher than “the M#rovincLal 
average. 


The Eastern Townships ranked second in terms of manu- 
facturing investment, thanks to expenditure associated 
Wire sDoOMbam SMa yom Modernization pro ;eCr m= Commits 
Windsor plant (cost $800 million; time frame 1985- 
1990). This expenditure accounted for some 80% of the 
$436 million in manufacturing investment in the region 
ime bos/7. The other main industrial projects, announced 
this year are Canadian Oxygen's establishment projects 
ineMageg, ($36 million). and the modernization of ~Hoo> 
per's industrial machinery | plant in Sherbrooke 
(Se@amail lion). Toe addition, Ji. M.wAsbestocesundertoor 
major work at its Asbestos mine ($108 million). 


The economic base of the Quebec City and Outaouais 
regions is primarily split between public administra- 
EPtons and manufacturing, although tourism also plays, a 
major role in the former. Manufacturing in the Quebec 
City region, which provides as many jobs as the public 
SoCo tmemiceCudite: Giversit bed. The economy of the 
Ouracuais is more dependent on public administration, 
employing twice as many people as the manufacturing 
sector, which is dominated by the wood and pulp and 
paper industries. 


Labour market conditions in the Quebec City region 
were somewhat disappointing in 1987. For the second 
year in a row, the employment growth rate (+1.83) was 
below the provincial average of 3.5%, although it was 
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an improvement over 1986 "Grilvie), “ihe wreq rons etunen. 
ployment rate went etrom 9.65 to (S55 /s the sowecscuam 
Quebec. 


Manufacturing investment in this region was up 18% at 
S407 mi lvone sine Gree The paper industry “accounted 
for one-half of this expenditure. Thee addi tron) of ba 
new paper machine at Donohue's Clermont mill ($170- 
million) and Reid Paper's expansion in, Quebec City 
(S146 million)” are the” main “anduserrval "projecces fin 
progress. 


The Outaouais posted the best employment performance 
(+7.2%) “of any region “in” Quebec in 1987s = this “was a 
decided turnaround since 1986, when the Outaouais was 
the only region where employment declined. This gain 
led to a decrease in the unemployment rate, which, 
while it went=ftrom 2.33% to 10.5%, still eemarmnewabove 
the provincial average of 10.3%. 


Manufacturing investment in the Outaouais rose by 10% 
to S136 millions") Expenditure by -the *paper Pindustry, 
accounting for 45% .0f ‘this’ total, ranmtow-oU m1 ul rons 
35% below the previous year following the completion 
of expansion work on CIP“s mill at Gatineau ($46 mil— 
dh alWoy os) a Erco, the Buckingham chemical products manu; 
fFacturer, ‘Icarnied™ “out -moderni zation” works costing 
SGP mineliion- 


Resource regions 


The outlying regions of Lower St. Lawrence/Gaspé, 
Saguenay/Lac St. Jean, Abitibi-Temiscaming and North 
Shore/New Quebec account for 10% of jobs in Quebec. 
The economy of these regions has always been largely 
reliant. Yonh the = "exploitation = ore nacurak. cescouLce. 
(forestry, Mining, ~agKEreulimre, trehind, snvydro-elec. 
tricity, ete). They imektide one hundred “or so company 
towns, half of which depend exclusively on the fores- 
Ve SOG tO ia. 


The economy of Saguenay/Lac St. Jean is heavily based 
on forestry and aluminum. 


Employment continued” to grow an 1987) (7 ley ey] bute muct 
more slowly *than ine LS Sora .22eand 29S 5" (2 2) eee ie 
unemployment rate fell” by only one-half of a@ percenea 
ge point. At I1382% it “is the thira highest imvOQuese. 
after Lower St. Lawrence/Gaspé and the North Shore. 


Manufacturing investment was up 17% in 1987 at $353- 


million. The paper industry accounted for some 43% of 
this expenditure, primarily for ongoing modernization 
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work on Domtar's Dolbeau mill ($78 million) and 
ADLtCibDUSPrice’s Ajma mili (S40 million) ‘and for the 
Ceoustruction™ or Ya "iiotation — tank “at. Consolidated 
Bathurst co la Baie facility (S9 million)+- Alcan also 
made a substantial investment in its various facili- 
ties, with the primary metals industry account ingmihor 
ies unt eoeworealbim Manufacturing investment. aie! Misveweie tes 
cular, Alcan announced the start of construction work 
on a new aluminum smelter in Laterriére at a cost of 
Soo 0 milion. Other, large sprogects. in sprogress or 
announced include Normick Chambord's waferboard plant 
im@eChampord . (S58 million) and Desbiens Industries’ 
ScMumcaye product Mach rty int Desbiens: (S20 mill ion). 


Liewitcoming,e fOLestry and tourism sectors are the! main 
components of the economic base of Lower St. Lawrence/ 
Gaspé. 


This region saws its employment _level rise by 5.0% in 
Wei, ache —second “highest rate in) Ouebec. The unem- 
Dloymentimracte,; which stood “at 18.8% in 19867 feud to 
14.7%, but remained the province's highest. Lower 
St. Lawrence/Gaspé is also the region with by far the 
lowest labour market participation rate and per capita 
disposable income. 


Manufacturing investment rose in the region by 25% in 
IOS acOurc? Semillon. The bulk of this expenditure 
GooUomieliion) was made’ “an hthe= paper industry. The 
modernizacion: Of -—Abitibi—Price's Chandler mill (silo- 
Mekton) Is the main andustrial project in progress: 


Another feature of 1987 was the opening of Fisheries 
and Oceans Canada's Maurice Lamontagne Research 
incseutute stb htasin- Steer lavie at®-a “cost On ue40 mid = 
Waneiae, 


Bheweconomic base Of Abrtibda-lemiscaming is ~divided 
benweenmtnesminingd (Golda, ecoppen, —ClC.)  anGmoresuny 
industries. The employment level rose slightly in 
Noitiiol—Lemiscaming tre l967 (4 6s)) Collowing.s marked 
tacreaces an 1986 (48.5%). and 19985) (4/532). Avsmalier 
MabcuUrwEacce translated into, a) significant drop) inate 
unemployment rate, which went from 11.7% to STs, 
Quebec's second lowest. 


The flow-through share tax credit program, intended to 
stimulate mine prospecting, is largely responsible for 
the good economic situation enjoyed by Ghar region 
over the past few years. Expenditure on prospecting, 
which was already high in 1986 ($227 million), almost 
doubled in 1987 to $450 million, which represents 88% 
of all prospecting expenditure in Quebec. 
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Capital investment. in) the primary forestmys ands miaama 
Sectors wose "byyi2otm COM (44 emi date. Despite the 
start of work on Novanda'’s pollution managements taci- 
lity in) Noranda ($125 million; | tames frame: 19Cy aU oae 
total manufacturing investment tell Jby sls tatos> Gomme 
lions 


The, exploitation-<(of, mining, shorest ry mend Mins 1c mayne. 
sources, along with the availability of substantial 
hydro-electric power, 1s they economic jbase (of wie 
North Shore/New Quebec region. 


The: North Shore has lost) more sthanme)0 eof (1tsm popu tes 
tion since 1981, as Ltsi “economy ywas thard “hat poveecuc 
decline. of the iron imdustry >) This) primarily lattecred 
the Port Cartier sand especially the Sept i lesasubre. 
gions, as well as leading to the closure of the mining 
towns of Schefferville and Gagnon. 


It was also the only region in Quebec to post a lower 
employment) level) im 2987 | (—2222)):; Against all odds, 
the unemployment rate moved back eight-tenths of a 
percentage point, because of the exodus from. the 
region. At 13.6%, the North Shore's unemployment rate 
is now surpassed only by Lower St. Lawrence/Gaspé. 


Total investment in the North Shore/New Quebec region 
was, up 21S. in 4198%e ate s5994. inl vem Expenditure in 
the hydro-electric power sector ($583 million) accoun- 
ted for some 60% of all investment in the region, in- 
creasing by 42% in 1987 with ongoing work to increase 
Manic 5's capacity ($800 million between 1986 and 
1988) and the start of refitting: work ony thet BPersimic 
I and dl power statuons: ($70) millions by Ul9o Leos Thine 
investment will primarily benefit the economy of Baie 
Comeau, the site of Hydro Quebec!s regional head offi- 
ce. 


Expenditure, in sother) sectors (of) activity se0c4 1am 
lion) was down by 15%, with investment in the primary 
forestry, and mining» sectors y (586 midimon)itallandeap, 
43% and manufacturing investment ($94 million) by 
LOS 


The new federal penitentiary at Port Cartier ($40 mil- 


lion, ,.250-400, jobs) is) schedulediitor “completionaeim 
OOO rs 


84 


Table 12 


*SOI4SIZEIS JO NeBung Sseqend ‘4SOqg J;e}!oUeULy fepeueD SO!4S!14E4S 2SQ04NOS 


*00Z‘Z1¢ =1861 {019°6$ =¥861 2eGQnh :e41deo sed ewoou! e|qesods|p |eUuosted +910dx 


‘vl 006 esi ‘vic Zl Z°008 <Z O'00| Ic’ ol 10 11 Gc Cl6°2 } vie’? 0°00l 419172 0bs 9 9J393NO 40 3ONIAOUd 


oeqent 
neeAnoN—e4oUusS YL4ION® 


816‘S6 vii Lit 


Sic 99 


LEL* VS Bujweosiwe/iqiti!qy* 


ZE9° ZSE 798'66Z ueer *4> oe7/AcuenBbes® 


88‘ ZL edseg 


/eoueime) *41S5 4e8Mo7° 


ec9°1SZ 


SNOI9SY S3IONNOSIY 


€6L Sol i°220 | 177° 192 s}enoe,no® 


610‘ 9E% 


sdiysumo|, uUsejsey’ 


p°9v0'1 110° 102 


Ziv‘ 8cv 6° 90S | QZ‘ 9bY sQue44-$10G/a1914neN* 


699‘ 904 €°166 c 166° 10° 1 98q9nd* 


SNOI93Y8 WHLN3S9 


O°0cL ¢l 006° <1L <¢ NO193YN “IV3ULNOW 


768°S9l‘*Z4Z2°Sl 

¢ (000:$) % (¢ W) (0001) | (0001) J 2e99gN 

98/18 1861 98/L8 Le6) (001L=98q99N0) 98/18 1861 9961 10 ¢% Jequinu 
a ,ed 


Bulanpoeynuey pepo] 410d juewAo| dweun pedo}; dw a 9961 vo!4e|ndod 
FUNLIGNSdXS WLIdVO ce LRA MNOdVT NOI LV 1NdOd 


1861-9861 SNOIDSY 9383N0 JO JTIGVL AYVWANS 


SNO1934 


85 


MAP OF ADMINISTRATIVE REGIONS 
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OUTLOOK FOR QUEBEC IN 1988 


Since the 1982 recession, Quebec's economic growth has 
EOnSstantly equalled or "surpassed that of "Canada as” a 
whole. This growth was fuelled by strong consumer 
spending and by investment, especially in residential 
CONSULUCTION. But consumer spending should gradually 
bum Out OL Steam becatse of the low savings rate, the 
rather weak rise in per capita disposable income and 
the drop in households' assets since the stock market 
crash. Moreover, with available housing now slightly 
exceeding demand, home construction’ will (slow down in 
the next few months. 


As marked slowdown in ecohomice *growth will result in 
HOSS; but Wthisv will -be less pronounced’ in —~Quebec. 
With a GDP growth rate between 2.5% and 3%, Quebec 
Wilteenavewwone ofthe best qrowth rates in an andus= 
filial Zede- COUN Ky. Canada and Ontario will post 
comparable growth rates. Ong the cother = hand? sthe 
United States will have to be content with expansion 
between 1.53 and 2%. This slowdown will largely be 
the result of lower consumer spending, the negative 
omnpaceeOr whichwwrl ebe partially offset «by an ianpro- 
vement in the U.S. trade balance. West Germany will 
post 1.5% growth, while only Japan will overtake 
Canada and Quebec in terms of growth with a 3% gain. 


Reotocnticalmeonstsucthonm, the: engine "Of “GLowtel lnmtae 
Province wan LIST will oive: way toe non=residentiad 
Cons BEUCELON . Brom iz, JOU in LIST) the numberaron 
housing starts in 1988 should not exceed 48,000. 
While this is a substantial decrease, the number of 
hOvsIngd= starts in 1988 will “be historically “quite 
high, well above the household formation rate. But 
the impact of such a slowdown combined with a drop in 
WOOdMeXPOrts tO tne United “States will "be “felelinga 
large number of manufacturing industries, including 
the wood, furniture and electrical appliance sectors. 
The decline me residential construction could, 
however, be lessened if interest rates fall more™ than 
they are expected to. 


In addition, non-residential construction will remain 
Aomioghe levels an. Quebec. Indeed, foreign firms may 
be expected to invest in Canada and Quebec owing to 
Pheedecline of therCanadian dollar against thercurren= 
cies of the major industrialized countries, which 
would actually benefit from lower production costs 
than at home. Moreover, construction on major manu- 
facturing projects, such as Hyundai, GM, Alcan at 
barerriere, Norsk Hydno and Domtar Wiel. “COntLnies =. 
Quebec in 1988. Finally, investment by Hydro Quebec, 


oy 


after a relatively slack pentod, #hassoradualm vVaibecun 
to increase slowly again. 


Over the next few years, thanks to the resumption of 
work at James Bay, Hydro Quebec's investment will be 
the .engine (of seconomic, growth) ine Ouebec, and) jwill 
offset the decline in residential investment. 


Another negative factor in 1988 will be the weakening 
of consumer spending by households. Ther cychical 
slowdown expected in spending on durable goods and the 
dramatic drop in the savings rate over the past few 
years mean that consumers will be more cautious in 
their purchases in 1988. Their means will be all the 
more limited since their indebtedness rose markedly 
last year and their assets were reduced by the stock 
market crash. On the other hand, an improvement in 
the employment picture would lessen this negative 
impact. 


Despite slowing down somewhat relative to 1987, em- 
ployment should grow by more than 2%3 in 1988, adding 
some 70,000 new jobs. But +ehis cqmowt hesiw isl; ano t.gbe 
sufficient to bring down the unemployment rate, which 
should remain at about 10% for the whole of 1988. 


On, the sectoral fronty, thangs snouldivconeimnuc, tomads 
vance in the manufacturing industry. But growth will 
be slower than in 1987, reflecting the decline in home 
construction activity and the slowdown in consumer 
Spending. 


The industries which should see the greatest growth 
are pulp and paper and aluminum, which are currently 
enjoying substantially higher demand and _ prices. 
Several years ago these industries modernized their 
equipment, thus becoming much more competitive. Mo- 
reover,, being strongly oriented toward foreign -mar—- 
kets, they are benefitting considerably from the lower 
Canadian dollar and the revaluation of the currencies 
of its main competitors. 


The ‘stant. of operations mat .Ayundal Sseplane. andiGNe>s 
modernization will enable the transportation equipment 
industry to perform significantly better in Quebec 
than in the other Canadian provinces. Indeed, decli- 
ning demand for durable goods, automobiles in particu- 
lar; will affect Ontario's. automobile outputs. whide 
new investment will allow the Quebec industry to make 
substantial progress. She ,-siump iin ‘shapbudldang, 
however, will reduce that industry's growth rate. 


The wood, furniture, electrical appliance, leather, 
textile and clothing industries will perform less well 
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eS 1? Indeca, the drop in residential construc- 
tion, slowdown in consumer spending, elimination of 
quotas on women's footwear and renegotiation of bila- 
teral trade agreements will have negative impact on 
these industries. 


Finally, the services sector should grow at much the 
Same rate as the economy as a whole, owing to the 
weakness of trade, transportation, and finance, insu- 
rance and real estate. 


By el Gel ie 


Comparison of forecasts 
Quebec 1988 


Variation in % $ Housing 
G.D.F. Employment Unemployment Starts 
pate 


Conference 2,4 10,7 
Board 


Caisse de 
Dépdt 


Royal Bank 


National Bank 


C.1.B.C. 


Informetrica 


SOuUrcEe: DRIE Quebec. 
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PART Il 


Major factors affecting the Quebec economy 


QUEBEC'S PHARMACEUTICAL INDUSTRY 


The Canadian pharmaceutical industry produces drugs 
ana medieines for human use, specialties for veterina-— 
ry medicine and biological and immunological products 
(vaccines, hormone-based products and blood products). 
The products for human use fall into two main catego- 
ries: 

" medicines sold only on doctors' prescription or 
eieuepcuLic specialties (ethical drugs) 


common medicines on sale over the counter (proprie- 
Payeranugs:) 


Pomc Ongar accoune for 7O0OGsof Sales: volume im Gana— 
daraiGmeOovebaene-counter drugs “for (22%. Veterinary 
PEOGUGES, with 6% of ‘sales volume, and biological and 
immunological products (2%) represent only a small 
share of Canadian output. 


Canada's pharmaceutical industry consists of innovati- 
ve firms producing drugs developed from their own 
research “and generic firms producing copies of patent 
medicines. Generic firms may produce copies of patent 
medicines either when the patent has expired or under 
a mManutacturing licence. 


SCOPE OF THIS SECTOR IN QUEBEC 


imeles5, Canada’s pharmaceutical) industry, consisted of 
134 establishments employing 16,700 people and repre- 
senting shipments worth $2.2 billion. The industry is 
concentrated in Ontario and Quebec, which have 50% and 
34% of Canada's establishments respectively. 


In 1985, some 6,600 people were working in the indus- 
try in Quebec, representing 39% of employment in the 
imouctry sin eCanada and) 1323 of Smanuracturing@emp loy- 
ment in Ouebec;* Ontario's share of Canadian employment 
was 57% that year. Quebec" s and Ontario's relative 
shares of shipments and added value were approximately 
40% and 57%. 


Ovyerssthe past “12 yearsor “so, —OUebec's “share an the 
activity of the Canadian industry as a whole has 
fallen; = sparticularly* with respect “to stotal emp loy- 
ment. 
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Mabie =4 


Share of industry activity in Canada 
Quebec and Ontario 


1976 1981 1985 
Oue. Ont. Oue. Ont. Que. Ont. 
percentage 


Total employment 

Value of 
shipments 

Manufacturing 
value added 


This sévolut ron was. ties ces lt eeoOL weaetCOmp naman! 1 ot 


BAG EOS . Itivwas> partly attributable gto, a generat 
westward “movement «<Oof wokfice (jobs; ato, Lorontorgan 
Das tec Uni aia. Indeed, several head offices were 


transfered to ‘Ontario “Syntex; set be-Gengy iar ricco lS 
Myers, Hoffmann-La Roche, for instance). 


The erosion of Quéebec'’s position is also partly attric 
butable to impact of the legislative environment on 
the growth of the deffirent components of the industry 
in Canada. The closure of several research facilities 
in Quebec (Boehringer-Ingelheim, MerckFrosst, Abbott 
Laboratories, Ayerst, etc.) was partly caused by this 
legislative environment. On) the sothem Ghend,, the 
growth of generic firms was favoured by the 1969 Pa- 
tent Act and was ‘stronger in’ Ontario than am Quebec. 


The relative deterioration of Quebec's position vis~a- 
vis Ontarlo. did not invodve: quanta ty ~alone. It also 


The relative deterioration of Quebec's. position vis-a- 
vis Ontario did not involve quantity alone. Lt also 
had a qualitative effect, since there was a distinct 
change in the relative position of the two provinces 
with respect to white-collar jobs. The Quebec/Ontario 
ratio for jobs in administration, sales, and research 
and development went from 1.07 in 1969 to 1.0354 
'976, 0286" inl SS2eand 0) 6Sm ia or 
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STRUCTURE 


The pharmaceutical industry in Canada is dominated by 
foreign firms. In fact, 28 of the 30 largest pharma- 
ceutical firms in Canada are subsidiaries of multina- 
tionals. These 28 firms hold some 80% of the Canadian 
market. 


Canadian firms primarily produce generic drugs. The 
two main manufacturers of this type of product are lo- 
cated (in Ontanio. 


MNeoveover, ,the generic firms, ins Ontario generally have 
a muche larger: salés volume than generic firms. located 
in Quebec. 


Generic firms located in Quebec generally concentrate 
Oneseneoemanutacture sof ‘products. whose ‘patients, have 
expired, while Ontario firms have taken much more 
advantage of mandatory licensing opportunities. 


Canada's domination by multinational subsidiaries and 
its limited domestic market (representing only 1.5% of 
the world market) are not without impact on the state 
of the country's foreign trade in pharmaceuticals and 
the industry's potential for innovation. 


FOREIGN TRADE 


Canada has a trade deficit in pharmaceuticals. Since 
1980, this deficit has fluctuated between $300 and 
$400 million. Most Canadian subsidiaries of multina- 
LMonads sAcemsUDIect  ~tOomterritorial restrictions cons 
cerning shipments to foreign markets. The purpose of 
suche eresticttons=s-1s basically Gtolsensuge thatagtae 
Canadian market is supplied. Consequently Canada's 
pharmaceutical industry ~,focusses +litthe ons foreign 
Mackets,  -andiexports account, for (only, -/=os seh scimps 
MeEneES:. 


ThemGanadian sndustry. manutactures, only) ca sme lke por 
Eionsoti the: actives principles used to; make tpharmaceus 
tical products in dosage form (tablets, capsules, 
Ci O\.s) Few countries have a domestic market large 
SHroOucgneetOesustifyocby iLtselfoethe establishment ogi tee! 
DEeoducrEToOn init Lor achive: Ingredients, This opera- 
tion is generally carried out on a large scale in 
plants which supply several countries. Canadian firms 
Currencely have. to import. a substantial portion of the 
active ingredients they use. Ingact,;LacuLuve prinei- 
ples account, for approximately two-thirds of Canadas 
imports of pharmaceutical products. 
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RESEARCH AND DEVELOPMENT IN CANADA 


In 1985, the Canadian pharmaceutical "industry spent 
$85 million on research and development, including 
$65 million in pharmaceutical “firm Mraboratories: wand 
S20 million in universities and hospitals. sinvestment 
that year broke down as follows: approximately $39- 
million in Quebec, $38 million in) Ontariceand soem) I. 
lion in the other provinces. 


The fact that investment was higher in Quebec than in 
Ontario, partly reflects the,fact that "there “are more 
researchers in Quebec than in Ontario. In 19837 "the 
ratio was 60/40 in Quebec's favour, but the gap has 
probably narrowed since. 


Funds spent on R&D represent some 3.5% of the value of 
the industry's shipments in Canada. Ehas® proporeron 
is much lower than the 8-15% generally seen in the 
other industrialized countries. CnvSs” SPCUaeLOn ) 1s 
attributable to the domination ~y.] multinational 
subsidiaries in Canada and to where the R&D function 
is located. 


It is estimated that a pharmaceutical research labora- 
tory must have an annual budget of at least $35 mil- 
lien to weach a ‘critical sizerbe low wore te would nor 
be realistic to expect the firm to be able to develop 


any new products. in) these “condationcer tt. to amet 
Surprising to see a concentration and centralization 
of basic research activities worldwide. Lie chs 


respect, Canada appears to be at a disadvantage. 


Basic research is concentrated near the head offices 
of multinational companies (in the United States, West 
Germany, . Switzerland; United’ Kingdom, “France “and 
Japan) or in countries where a large pool of scienti- 
fic manpower with an established reputation is availa- 
Der 


Most of the research carried out in Canada is intended 
torensure that drugs» developed by the industry ‘comply 
with Canadian government standards and regulations. 
This is° "known ast 'clinteal  rescarch. Canada has the 
human resources and infrastructure necessary to play 
the game well at this level. 


PATENT ACT 


In 1969, the Canadian government amended the provi- 
sions of Section 41 of the Patent “Act to” extend =the 
mandatory awarding of licences on patent medicines to 
the importing of drugs or active ingredients “seta 
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Manufacturers of generic drugs could compete with pat 
tent holders. Manufacturers of generic products did 
not have to undertake any research whatsoever with 
Fespect se vom ine: sbicensed (product. Royalties mcou ldenoer 
excecd 242 of the value of salesiof the product. 


The new provisions of the Patent Act did not provide 
FOorsanvexclusive marketing period for innovative firms 
which would have allowed these companies to amortize 
Biegrcost. of their research. Ine (princip key. -genéric 
firms could request a mandatory licence as soon as the 
innovative firm had received permission to sell the 
drug it had developed. 


ine pPacti ce, .Olycounse, <themgencric firm assessed \sa- 
Wesco: sene drug fandwthien thads to waiter for; sHealth= and 
Welfare Canada's approval before being able to sell a 
Generics copy jor the spatented product. Owing to etihis 
delay 7 Gene sinnovavive’ ~irms' qwéere’ able to enjoy an 
exclusive marketing period of about four years. But 
the innovative firms considered that to be insuffi- 
eClrent. 


The 1969 Patent Act earned Canada a very bad reputa- 
tion in the eyes of the international industry, which 
considered the awarding of mandatory licences as a 
violation of the fundamental property» rights quaran— 
Leedain, Most andustrializgeds countries. In, addition; 
the 4% royalties were considered out of all proportion 
to the investment required to develop new products. 


impact, ice Lsenow <ostimatved ithavg athe fcost foimndevetoe 
Pimgeomncwearug i ukromerthe lini tial fouthinesor eahercons 
cept to the marketing stage, is more than $80 million. 
Moreover, the entire process can take 8-12 years. 


(1) Impact of the 1969 Patent Act 


By allowing firms which hadenot had toyperform kad 
work to market copies of patent medicines, the 
1969 statute obviously led to competition in terms 
of prices. The price of) generic drugs  manpketed 
under mandatory licences was obviously set lower 
than that of patented drugs, and this forced 
imMevatives ticmseptos tadapteeeat= leastiytorsoome 
Sp SSE. 


In some cases the adjustment was not a major one, sin- 
ce demand for the innovative firm's products was not 
very elastic. But for a number of innovative firms 
the impact was considerable. 


OF. 


It was drugs with the highest sates "that were ene 
subject of applications for licences. Since innovati- 
ve firms often receive a large portion of their ear- 
nings from a small number of highly successful drugs, 
it is understandable that the financial position of a 
number of firms holding patents was affected by the 
Patent Act. Moreover, the impact of this legislation 
was reinforced by the measures decreed by provincial 
governments in order to control the costs of their 
health care programs. 


The provisions of the Patent Act placed Canadian 
subsidiaries of multinationals in a delicate position 
when they tried to obtain a share of international 
investment from their parent company or when there was 
a realignment in the firm's activities. These provi- 
sions must be seen as one of the reasons behind the 
transfer of a number of research facilities from 
Quebec to the United States and the abandonment of a 
number of expansion projects. 


Prior to 1969, some 10 generic drug manufacturers 
focussed their production on drugs whose patents had 
expired and on a number of patented drugs under agree- 
ments concerning voluntary licences. In 1982, generic 
drug manufacturers employed some 1,300 people. The 
association representing generic product manufacturers 
now numbers more than 20 firms. 


A major portion of generic product manufacturers' 
output still comes from voluntary licences or products 
whose patent has expired. None the less, the profita- 
bility of products which have been subject to mandato- 
ry licences certainly contributed significantly to the 
expansion of generic firms' activities. 


(2) Adoption of Bill C-22 


The adoption by the House of Commons of Bill C-22 on 
patents has brought major changes to the legislative 
framework within which pharmaceutical firms had to 
Operate in Canada. This bill, proclaimed on November 
19, 1987, provides innovative firms with: 


- protection for seven years against competition from 
generic product manufacturers; 


- protection for 10 years against competition from 
generic firms on the basis of imported patented 
products. 

In addition, the new legislation allows innovative 


firms to extend the period of protection against 
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mandatory licences for importation up to 20 years from 
the registration of the patent application if they can 
show that the drug was developed in Canada. Le also 
provides for extension of the exclusive marketing 
period beyond seven years if the innovative firm 
manufactures the patented products from active ingre- 
dients manufactured in Canada. 


OUTLOOK 


The pharmaceutical firms belonging to the Pharmaceuti- 
cal Manufacturers Association of Canada (PMAC) promi- 
sed, after Bill C-22 was adopted, to increase their 
spending on R&D to 10% of their sales. Over the next 
decade, $3 billion would thus be invested in pharma- 
ceutical research. 


If the announced investment were divided between Que- 
bec and Ontario in a ratio reflecting the relative 
number of researchers in the two provinces, Quebec 
would be favoured. To date, a total of $837.5 million 
in investment has been announced: 30.4% in Quebec, 
Solos 920, eOneartG, £4.55, for «British ‘Columbia, “and 
24.3% for the other provinces. 


Several of the capital projects announced would invol- 
ve basic research. This is the case in Quebec for 
Merck Frosst and Nordic Laboratories.. But most of the 
investment announced is for clinical research, and the 
situation is unlikely to change in this respect. 


Mhevadoption “of bri Io" €—22° wcould «also: ‘promote, the 
commissioning of facilities producing active ingre- 
dients, and this should, in the long term, favour 
greater vertical integration in Canada, thus making 
the Canadian pharmaceutical industry more competitive 
internationally. This would be a significant asset in 
a freer economic environment in North America. 
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QUEBEC'S EXPORTS 


One of the basic measurements of an economy's vitality 
is its ability to export. Indeed; exports sare anyam- 
portant test of the: international competitavencssc mo: 
hationalwoucpur. This is all. ithe more strue, on ene 
case of smaller economies like Canada's, and Quebec's 
in particulars, “in: tChiswrespect,/ tt sicecleartnatpoord 
economies are largely dependent for their prosperity 
on foreign sales. In the case" of Quebec, (exports sok 
goods to international markets jaccoumt, fOr 19.26 oF 
the province's GDP. The proportion iS even greater 
for the Canadian economy as a whole (23.73%). By 
comparison, -exports “oh, goods, frome vdapany account Mor 
15.5% of its» GDP and from the United) States pansyeven 
smaller 5.3%. Exports thus play a prime role in the 
Quebec economy. But: several, factors. damit) othe 
province's export potential, and the problem of 
Quebec's exports is thus the subject of this analy- 
sis. 


1h Quebec's exports: current status 


1.1 Scope of the export sector 


The Quebec economy depends on foreign markets for 
its prosperity. Several indicators are revealing 
in this regard: 

* dry 41.986, < Ouebece  exposteds socodsie (nawerand 
manufactured) outside Canada worth more than 
S19 billion, representing), seme 19%./of -its GDP 
(Graphesd). 
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Graph 732 


TRENDS IN INTERNATIONAL EXPORTS OF GOODS 
FROM QUEBEC 


PERCENTAGE OF GDP 


NOTE: ¥ JANUARY - SEPTEMBER. 


SOURCE: 8.S.Q. 


International exports from Quebec grew by more 
Chane ceaniniia bl yaatrony VOL ero Legion BU see 
growth rate of Quebec exports was slightly 
below that of Canada as a whole (approximately 
14% annually) over the same period. 


1.2 Quebec's trading partners 


The United States is Quebec's most important 
foreign trading partner by far, now buying more 
tnan 7 evo thewprovince' s intecnattonal exports 
(Graph 32). Ine the carly 1970s, *this) proportion 
was only 63%. 


Grapir 32 


QUEBEC’S FOREIGN EXPORT MARKETS 
IN 1987% 


19.5% OTHER COUNTRIES 


NOTE: # JANUARY — SEPTEMBER. 


SOURCE: 8B.S.Q. 


In-h986, Quebec ushipped <qoods gworthaslS.5 bilivon 
to the United States. The next most important 
destinations for the ~province.s Sintexrnatvonal 
exports, far behind the U.S., were, the EEC (10.3% 
of Quebec's total exports) and Japan (less than 
2%). 


It should, however, be remembered that while the 
province does a great deal of business with other 
countries, 1 t aleo trades switheathew Olhereprovin-g 
ces. According, to,*the) most scecent datan(b964);, 
Quebec's manufacturing industries do slightly more 
business with the rest of Canada than with foreign 
countries. In fact, approximately 24% of shipments 
from Quebec's manufacturing sector are to the rest 
of Canada, compared, with 22% to international Mmar— 
kets. Within Canada, Ontario is the province. to 
which most of Quebec's manufacturing shipments are 
destined ($8.8 bill ien in 1964)2 


LO? 


1.3 Structure of exports 


MOStGn “Quebec Ss international exports consist of 
inedgpleswfabricated materials (lumber, paper, tex- 
tives, etc.), which account for 45% of the provin- 
Cowse tLOtal exports. This proportion is much othe 


same as it was 15 years ago. the ‘second majcer 
SaecjOry On exported) goods 1S anedible finished 
PLoduct ce Gautomobiles,. aircraft, etc.). This 


Case dOGy yy ewonwenwein- LIVI waccounted for a little 
Over 2/6 Of Quebec's international exports, today 
aecounts tor 402. “On the other hand, the share of 
ineduoLem raw Materials (ore, crude wood, etc..) 1n 
Quebec's total exports has been constinously deli- 
Minge EOm several syears,*-standing today at barely 
7.0%, Compared with close to 18% in 1971. This 
BrendmrerleCtsathno higners degree of resource spro- 
cessing than previously in Quebec and increased 
competition from other raw material supplier 
countries. The remainder of Quebec's internatio-— 
nal exports consists of foodstuffs, feed, bevera- 
ges, tobacco and live animals. Over the past 
OMyicoGoetOn SO, petits category's sharesrof total 
exports from Quebec has remained steady at ap- 
proximately 6%. 


Furthermore, the range of products which Quebec 
exports to international markets is limited, since 
barely »lOSproducts account “for) more than) oneshals 


Cimeinberiantbonal wexporte  ~babVe™ 15). A major 
downtuGnatin “foreign: demand for “a single product 
Gscacem kot sinstance), scan thusieshave gnegarive 


impact Oon tne spLOvince Ss Overall "trade, wbalance, 
which indeed already posts a deficit. Lise pros 
Diem as motexclusive to Quebec, Since there as 
Dittplemvarnety  1n Canadtan exports selther. But 
the main products exported by Canada as a whole 
Eom rorentm trom s those, »expOGLed am py sole lee 
@Pab ke el 6:).: 


The recent evolution of the various major compo- 
Menteoumor Cucbec ss exports | 1s thus. “encouraging 
given the growing importance of the share held by 
finished products. This positive development has 
beem vicible primarily “in the: b980s. But the fact 
remains that the share of finished products in 
international exports of goods is higher in Canada 
as a whole than in Quebec (46% vs. 39.7% in 1986), 
owing among other things to the substantial ex- 
ports of automobiles from Ontario. 
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Tabhess 


Main products exported 
Quebec 1986 


$ Percentage of 
thousands total exports 


Printing paper 

Automobiles and chassis 

Aluminum and alloys 

Lumber 

Aircraft engines and parts 

Blectronic tubes and 
semi-conductors 

lron ore, concentrates 
and scrap 

Aircraft assemblies, 
equipment and parts 

Railway and streetcar 
rolling stock 

Fresh, chilled or 
frozen meat 


Total of 10 main 
product groups 


Total exports 


Source: BSO (Quebec statistics bureau). 
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Table 16 


Main products exported 
Canada 1986 


$ Percentage 
thousands total exports 


Automobiles and chassis 7 

Other motor veh. 
parts and acc. 

Printing and paper 

Crude petroleum and 
allied prod. 

Trucks and chassis 

Lumber 

Wood pulp and similar 
pulp 

Unmilled cereals 

Other precious metal 
and alloys 

Office machines and 
equipment 


Total of 10 main 
DrOocuct groups 


- Total exports 120 494 865 


Source: BSO (Quebec statistics bureau). 


2. Competitive position of Quebec's exports 


In the context of a changing world economy where 
competition among countries is INntensetyanic; vites 
essential that the price of Quebec products for 
export remain competitive. How competitive the 
province's export products are depends among other 
things on the interaction of three factors, name- 


105 


ly, the productivity of the Quebec economy 7) tabour 
costs, and finally a number of other factors tying 
Outside: this economy, such as the svalvcmOmsunc 
Canadian dollar against ‘the currencies Ob yeumema. 
jor trading partners or the general international 
Seu d.Om. 


POOuCtasvistcy, 


The productivity of “Ouebecys primary end secondany 
sectors (as measured by the GDP of these sectors 
in constant dollars per employee) is about 83% of 
the Canadian average. This» key factor "of the com> 
petitiveness of the price of Quebec products is 
itself dependent on a set of variables, including 
capital ‘stocks per worker, technology “wWsed, ssand 
size of production wnits. 


The capital stock per worker in Quebec's manufac~— 
turing industry ‘currently (stands: atmcOcmonmeontas 
rio*s level and 79%\vof the “Canaduan Ghever: diy 
fact; out Of “a totalvok 2) Mndustelecm nm were mia tion 
facturing sector for which we have data, the capi- 
tal stock per workers im Quebecous highermiban sin 
Ontario in vonly "six “industries iG@labire wie). Dhyiss 
situation is not to Quebec's advantage, since it 
tends to lower the productivity level of its eco- 
nomy and of its “export sector. 


This situation is the outcome of the long period 
of inadequate private investment in Quebec during 
the 1970s. The province's tardiness was particu- 
larly “evidentwiin WmanUlacturinga (lab bemuciy. For 
instance, during the 1970s, capital investment in 
the Quebec manufacturing sector accounted for bas 
rely 21% of the Canadian total) while the provin-— 
ce's deliveries from this sector represented 26.4% 
Of the nationals etoral: Sincessthe “start or atic 
economic recovery in 1983, however, Quebec has 
done some catching up in this regard. 


The productivity of an economy also depends on the 
effort put into research and development (R&D), as 
well as the equipment and technology used. Chws;, 
the more modern and efficient the production tech= 
niques used, the lower production costs will be, 
and this will encourage foreign sales. 
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Table 7 


Capital stock per employee 
major manufacturing industries (1984) 


Industry Quebec as &% Quebec as % 
of Ontario of Canada 


Food and beverages 93,5 
Tobacco 106,4 
Rubber and plastics 130,8 
Leather 12,8 
Textiles 89,9 
Clothing 95,8 
Wood 65,6 
Furniture 116,2 
Paper and allied | 78,2 

products 
Printing and publishing 90,5 
Primary metals 100,4 
Metal fabricating Bo ,5 
Machinery 99,4 
Transportation equipment 
Electrical appliances 

and equipment 
Petroleum and coal 

products 
Chemical industry 


Manufacturing total 


Source: Statistics Canada. 
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Table 18 


Capital expenditure 
(percentage) 


Manufacturing Quebec Quebec 


Ontario Canada 


1961-1969 51,0 24,7 
1970-1982 44,9 21,4 
1983-1987 59,5 21,3 


All sectors 


1961-1969 63,2 22,4 
19/0- 1982 64,4 20,3 
1983-1937 5O,1 2.1 


Source: Statistics Canaa. The data for 1987 are 
projections. 


A number of? indicators “show Gtihat = both canada 
and in Quebec there are shortcomings in terms of 
R&D as well as some delays in adopting really 
modern production techniques. For “instance, 
whereas the United States and Japan devote 
approximately 2.8% (of thers. GDP stom nsD, (Candada 
spends a mere 1.3% (latest data available, 1984). 
In Quebec, the proportion is even lower (1.2%), 
and substanttally belowssthat- or Ontario Cl. t). 
It should, however,"ibe= mentioned thal sine this 
regard Quebec has caught up considerably over the 
past few years, since the proportion of its GDP 
devoted to R&D in 1980 was only 0.9%. Moreover, 
in 1964 “the ratio “of screnticts, Sengqiuneersasanc 
technologists working in the natural sciences and 
engineering in Quebec to total employment compared 
favourably with Ontario (375s vs. 6.3). 
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(1) 
(2) 


(3) 
(a) 


With respect to the equipment and technology used, 
ee GeCconesouULVveyY conducted “by the Economic Council 
DEM Ganada (1) showed that in 1985) barely 11% of 
employees in Quebec worked with computers, compa- 
weCewiclewl7 sein Ontario “and 2134 in the Western 
provinces. At the same time, Quebec only accoun- 
ted for 21% of Canada's numerically controlled 
Maecnine tools (2), while Ontario's share was 63%. 
OUebee industry “tardiness in’ investing in R&D. and 
modernizing its machine tool stock is another han- 
Gieapmeco “Improving “the= productivity of Quebec 
Evemey Which an return can only hurt the’ competi- 
tiveness of products exported by the province. 


Finally, the size of Quebec companies must also be 
Considered a factor “affecting the province's ex- 
DOGtES..) Apparently exports are often made’ by large 
corporations. In fact, the latest data available 
(1984) show that barely 7.7% of Quebec's interna- 
Erode lweMmanifacturing exports “comes “from “small 
firms (3) in the manufacturing sector, whereas 
such small businesses account for a major share of 
the Quebec manufacturing sector's shipments (41.5% 
Wie rOoAt OS airy -Oniterd Oy) 


The fact that small and medium-sized firms export 
relatively less than large corporations and that 
their share of the economy is greater in Quebec 
Piahewn Oneal lomor Canada, asuaswhole does mot help 
Quebec increase its share of Canadian exports (4). 
However small and medium-sized businesses are res- 
ponsible itor “avmajor Share “of -exports of leather 
Goan ty, eb bemwand plastic products: (49554), clos 
Ppuacemaro.2t) wand furniture. and itaxtures. (42.63%) 
industries. Dum snould ber Toted  thatwwthese- ware 
indictolessawhose. OUtDUt isi characterized e by Lts 
low value added, where foreign competition is 
strong and Quebec exports relatively little. 


Making Technology Work, Beonomic Council of 
Canada, 11986 


US@atistical Report on Canada NC/CNC ‘Machinemiools 


(1985 survey)", Canadian Machinery and 
Metalworking Magazine 


A small firm is defined here as a business 
employing fewer than 200 employees. 

It should be noted that the data on exports by 
small businesses may be biassed, since the output 
of small firms is often used as a factor of 
production for major exporting corporations’ 
Exports by small businesses may Chis, oe 
underestimated. 
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The» low level of exports ‘by smadds busmessesmisy due: co 
a COMDINGD LONE OLeiha CEOLG. 


° 


in most cases, small businesses were initially 
created to meet local needs, so exports are not 
AOC LOE bey, Orme nem, 


the high’ canadian, ucustoms! “tars. Mniecemneain 
sectors where there are numerous small and 
medium=—sized- firms ssuch) esumene mec x eishe mec LO] 
thing and footwear (TCF) sectors, have long 


protected these industries from foreign 
competition. However, sheltering these 
industries has not helped them remain 
competitive either in domestic or foreign 
markets. 


small businesses are often undercapitalized and 
do not necessarily have the financial means to 
venture onto foreign markets; and 


small businesses have little familiarity with 
foreign markets and do not always Know how to 
export: (CEinding? 7a distributor, «Setting. superman 
after-sales network, etc.); 


the fashion or design content of the production 
of many small and medium-sized companies, 
especialy in the TCF sectors, is quite low; and 


small and medium-sized firms in general do not 
make great use OL the new production 
technologies (e.g. CAD-CAM ) which could 
increase their productivity and which would 
help them compete on foreign markets. 


Labour cost 


In’ Quebec’ s) manviactumangueinductry 7. ubnemeradit1o-— 
nal sectors, such as food, beverages, tobacco, 
furniture, textiles, clothing and footwear, are 
important (31% of manufacturing industry shipments 
in 1986). Firms operating in these sectors export 
only ta small propont1 onetOf. thei; touepute jabGcoad 
(Table 19). These firms have trouble penetrating 
foreign markets for several reasons notably the 
fact that these industries' products are relative- 
ly labour-intensive and compete with the output of 
developing countries, where labour costs are subs- 
tantially lower than in Quebec. 
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Table 19 


Quebec's shipments and exports (1986) 


Manufacturing Shipments Exports/ 
industries ($ thousands) Shipments 


Food, beverages, 10 692 608 


tobacco 
Ciothing 3 524 019 
Textiles 2 852 630 
Furniture 1 031 204 
Leather 468 954 


"ource: BoO (Quebec statistics bureau). 


25 External Laclors 


Sinces 976, the Canadian dollar nas) depreciated 
S2emageinst the Us. dollar, and eit ~hase-ralrhen 
even further against the currencies of our main 
overseas economic partners. These exchange rate 
movements have given a definite competitive edge 
to Quebec and Canadian exports. Thusiy whe 
depreciation of the Canadian dollar against the 
Use. SCULGEeNCyY «was, doubbless, one of 7the “factors 
conte butting; to the ~.qrowth 1n exported goods Erom 
Quebec and Canada to the United States. But this 
edge, didienot. generate <a Significant’ increase sin 
our overseas exports. Moreover, there is a price 
tospay for benefitting from the advantages of Ene 
devaluation of the national currency. Indeed in 
Enemlong term, Ouebec £irms’ are. likely. to haves to 
Dayeemore dearly for the imported. production 
equipment needed for their modernization. 


Githem "external factors (may dlso “Iniluence wine 
competitiveness of Quebec products, among them: 


s corporate tax rates, which may influence the 
selling prices of “exported, products. 1G ac ge De 


a4. 


respect, Quebec's corporate (tax rates maremier 
competitive with’ the “other "provinces “and “thie 
United States; «and 


the aggressiveness with which domestic products 
are sold abroad. Unfortunately, at is “only 
recently that a sustained effort in this direc= 
tion has been made in Quebec. The long absence 
in Quebec-of a) neal, trader =culture: =cuchevas 
exists im other, countries did now help. 


Conclusion 


Overall, Quebec's export performance has been good 
for some years now. None the less, a number of 
problems associated with the province's structure 
and the slowness in adopting new production me- 
thods in some sectors have prevented Quebec from 
realizing) 26s full Pexportespotential’. But recent 
developments give grounds for optimism. The 
federal government has expressed a greater desire 
for access to foreign markets, witness the conclu- 
Sion of a Canada-U.S. free-trade agreement and 
Canadas) active’ participation int the “GATT eneqotia— 
LOOMS. 
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THE QUEBEC TERTIARY SECTOR 
Introduction 


Peepicve wits ampoptant contribution to economic activi-— 
Lypeec cwmcohteLacyrisector remains relatively unknown. 
In this section, we will describe the main features of 
the sector and analyse its evolution. 


Whe tertiary sector is) generally defined in terms of 
VWitwelelomnOtye thdtauds, as “including all activities 
Whache are not «covered by the primary and secondary 
(ManibactUuring and construction) sectors. Aecording 
tom oeauilscelcs, Canadas 1970 Standard Industrial Clac- 
sification, the services sector includes the following 
industries: Eoanspontation, communications and other 
utilities; trade; finance, insurance and real estate; 
socio-cultural, business and personal services; and 
public administration and defence. The 1980 Standard 
PmaWs cata eelacsthircatlon,. Wirle more detailed, vSs° not 
used here since most data bases have not yet been ad- 
misted tLovwcorrespond torit. 


tiewteeninvohyemsceClOre 1 Sashignly mixed “in compos! Elon. 
Growth potential and employment characteristics vary 
considerably by industry within the sector. 


ae Main features of the sector 


Tiel ocCwe ene wteLtlary sector accounted tom benotmadl 
jobs and 67% of the GDP in Quebec (see Table 20). ig 
Canada as a whole, the sector's share is similar in 
Son mol jeObs, DULL Le accounts for only 63% tof storal 
output. 


Wien close eto stmritlion jobs, the ~soelo7zcultumgal, 
business and personal services industry is by far the 
Nostewimbosteante in jteums; of jobs “and ysoutcput. This 
industry includes educational, medical, entertainment, 
business, personal, accommodation and restaurant 
services. [Live mfanance, ~insurance Vand. nealvpestaue 
imdustiverlaes second in termssof dts contributpenmto 
Ouebec's=GDP and last in terms of jobs. Trade holds 
secondweplace» in “the «tertiary sector ,in g terms Pot 
employment. 


ie ne 


Table 20 


Scope of the tertiary sector in Quebec 
1987 


Employment G.D.F. 
(thousands) $ million 
1981 


Transportation, communications 

and other utilities , 2il 
Trade 039 
Finance, insurance and 

real estate 660 
Ssocio=cultural, business 

and personal services 195 
Public administration 

and defence 067 


Total tertiary i772 


Total, all industries 375 


Source: Statistics Canada, Conference Board 


The labour force does not have the same features in 
the tertiary sector as in the economy as a whole. 
While ‘women accountwetiom Bontye.29% Yot a icbs © ine ene 
manufacturing» "sector, “theyeesecoresent ly o0 tA ein ete 
tertiary sector. They **are particularly numerous ~an 
socio-cultural, business and personal services’ and 
finance, insurance and real estate, where they hold 
60%. %6f£ Fijobs. But they are under-represented in 
transportation, “communications “and “other WUEnlitac.sc, 
with only 24%) of Bobs. 


The tertiary ‘sector employs move” than 90% “of Va 
part-time workers in Quebec (362,000). SOCcLO=cuUltuis 
ral, business and personal services employ by far the 
majority of these workers “(216,000)) primarily sen 
restaurants and recreation. 
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several tertiary sector industries require unskilled 
Manpower, and this is reflected in the average weekly 
wages. Only transportation, communications and other 
utilities and public administration, where positions 
generally require a higher degree of specialization, 
offer wages above the manufacturing sector average 
(see Table 21). 


Table 21 


Average weekly wages 
Quebec 1987 


* OL 
manufacturing 
sector 


average 


Transportation, communications 
and other utilities 121,4 
Trade 65 ,9 


Finance, insurance and real 


estate 94,6 
So0cio-cultural, business “ 

and personal services 16,9 
Public administration 

and defence 


Manufacturing sector average 


Source: Statistics Canada. 


Sector dynamics 


Pies tertvarigation™ of “the "Quebec ‘economy =conti-— 
nulecaetsnonm loo Prom LYs7. Employment growth in 
the tertiary sector was higher than in the goods- 
producing sector. Indeed, the entire net job 
gain during the period was attributable to 
ince tertiary ssector (see fable 22). While the 
tertiary sector's share of total employment was 
60%u1m 980, it stood at 71% an 1L9s/7. 


Table 22 


Job creation in Quebec 
1980-1986 


Employment Employment Variation 
1980 1986 
(thousands) (thousands) (thousands) 


Primary sector PLA 118 =e, 


Secondary sector tS +5 


Tertiary sector 2a +301 


Total 2 966 ae) 


Source: Statistics Canada, Labour Force Survey. 


We used unpublished data from Statistics Canada (1) 
concerning the years 1978 and 1984 to analyse the 
evolution of the service industry subsectors both pro- 
vincially and nationally. 


From 1978 to 1984, employment in the tertiary sector 
rose by 10.1% in Quebec, compared with 12.9% in Canada 
as a whole and 16.5% in Ontario. in) fact; -onivesn 
retail trade was employment growth in Quebec higher 
than the Canadian average. 


The business services subsector posted the highest 
employment growth (+22%) in the tertiary sector during 
the period from 1978 to 1984. But during the same 
period, employment in this industry rose by 32% in 
Ontario and 28% in Canada as a whole. In Quebec, 
computer services companies and management consulting 


(1) Employment Dynamics: Focus on Canada's Service 
Sector, 1978 and 1984, Commercial Services Direc- 


torate, Department of Regional Industrial Expan- 
sion, 1987. 
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firms contributed the most to employment growth in 
business services. Onjethemother handy i engineering 
Diensetostacome.6), 000r jobs during thesperiod, Owing to 
as lowdorm inawmajor hydro-electriciprojects in Oue- 
bécs 


Enplovyieme tine the) finance, insurance and real estate 
MidWetiny Gheweby. only, 0.5%) during «the: period in Que- 
bec, (compared: with 14% in Ontario. On the one hand, 
employment among investment brokers and dealers showed 
PaActononalw Growth) in Ontario’ during the period. On 
the other hand, employment in banks and insurance 
companies declined over the same period in Quebec. 
Phe exodus of head offices appears to be largely res- 
ponsible for job losses in Quebec during this period. 
ie surong growth of investment brokers in Ontario 
confirms Toronto's status as Canada's premier finan- 
cial centre. 


The fall in Quebec's relative share in business servi- 
ces and finance, insurance and real estate is all the 
more Significant since these two industries are among 
the most likely to generate growth in the economy as a 
whole. iideed, through their tight links with “the 
other sectors of the economy, these industries work 
toward increasing productivity in the economy as a 
whole. 


3. Breakdown of small and medium-sized businesses 
by region 


In 1987, 75.3% of Quebec's small businesses were in 
Ee Lert tany sector, compared with only 65.9% 0f large 
COEDOLations. Small businesses are defined here as 
firms: with fewer than 100 employees or sales of less 
thames 20) mel Lion. They account for more “than 99s or 
euletarns anethentertiary Sector, the same proportion 
as in the economy as a whole. But their share* of 
earnings (52%) and jobs (42%) was much lower. The 
numMberm ore small® businesses’ As “particularly high) "in 
Hetadletrade wand binance, insurance -anderedl estate. 


iienss worthwhile pointing out that between 1991) sand 
1985, small and medium-sized businesses were responsi- 
bilomtormthewentirve net. job cain an (the “tertiary sec~ 
LOG. barge tcorvporations asmia whole pested: 4 net job 
loss during the period. Only large corporations 1n 
the retail trade industry experienced net job gains. 


i 


1985 data 


dele? 


The breakdown of tertiary sector small firms by region 
is very Sisimidar- tom thatr iin the “secondary Gsecuow 
Thus; «67% MoL Gtertlany | sector) smalle bucinessecmrane 
located in the iMontreal -administrative: regron™ (see 
Table 23). The Quebec City region is second, wrth 
Close to 14% of tentiary sector Small firms. 


Lab le@2e 


Breakdown of small businesses by administrative region 
1987 


Number 


Lower St. Lawrence/Gaspé 
Saguenay/Lac St. Jean 
Quebec City 
Mauricie/Bois Francs 
Eastern Townships 
Montreal 

Outaouais 
Abitibi-Témiscaming 
North Shore/New Quebec 


re 
re 


~~ 
rN D WO W OV OVW 
oO’ 
rN ND DW UI WW ND 
-— > ryt eS SF FD 


rPOoOPUONND DN WW 


Total 119 


Source: Les PME au Québec, (small businesses in 
Quebec), report of the provincial minister 
responsible for small business, 1987. 


4. Exports of services 


Data on international trade in services for Quebec are 
virtually non-existent, so we will deal here with the 
Situation of Canada as a whole to illustrate the beha- 
viour of trade in services. 


Whereas Canada ranked eighth in the world for the 
value of its exports of goods, at. was) only Lotheerer 
exports of iscrvircessan 2980" 


In 1986, Canada exported $17.7 billion worth of servi- 
ces abroad. These earnings were accounted for as tra- 
Voiyeeuacigit. “and’@shipping, sbusiness® services) and 
JOvernmene quransact1Ons. One Giew Ochnereshand, imports 
Ob Services totalleds$21.9 1bi llhion: 


Canada thus posted a $4.3 billion deficit in trade in 
services in 1986. Business services accounted for 643 
SnOMEeEAVe LeLoOree, ¢hOLethus -debicit. 


MeSpeerd SeolLaLisctics Canada mtudy (i) Jon the year #b984 
provides =the fdata for “a more detailed “analysis of 
mnvernational trade ain® business: Services. The data 
snows thatenin 984 {business “services “accounted / for 
Shealaltworwthe: s2czebailaon-detrert. ine overall einter— 
national trade in services. 


Of business services, only consulting services and 
other specialty services posted a trade surplus ($681- 
milligon)7) withesallh nother sectors recording deficits. 
Ap asmicet Citwwas particularly “large tin, on ‘the cone 
hand, "royalties, patents and trademarks" and "re- 
search and development" services ($1.7 billion) and, 
on the other hand, management and administrative 
services Gor 2 en iol) lero’). International service 
transactions clearly illustrate Canada's weak R&D 
showing and its dependence on foreign countries for 
acquiring new technologies. 


The business services deficit is attributable almost 
entirely to business transactions with the United 
States. 


Exports of business services are largely attributable 
tomGanadian controlled companies trading with non=at= 
filiated concerns in countries other than the United 
States. = Consulting Services Account shor van clon Gicand: 
share of these exports. Moreover, imports of business 
Services are largely attributable to foreign control= 
led companies trading with affiliates in the United 
States. Royalties, patents and trademarks, R&D 
services and managment and administrative services 
represent a large share of Canadian imports “Of scervi- 
ces. 


Statistics Canada attempted to estimate international 
trade in business services by Canadian region, brea-— 
king down these services by location of the company's 
head office. As one May expect, Ontario and Ouebeo 


oe LS 
(1) Canada's international trade in services, 1969 to 
1984, Catalogue 67-510 Occasional. 
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are responsible for more than ~80%) of sexports) "and 
approximately /52e of (simpornes:. According veto vatnwes 
estimate, Quebec is a net exporter of business 
services (+5587 million); > while: (OntarioF Sismmagencs 
importer (-$1,838 million) (see Table 24). 


Ontario's deficit in trade in business services is 
almost entirely due to expenditure on R&D, royalties, 
patents and trademarks and management services to U.S. 
parent companies. It must be remembered that subsi- 
diaries of multinationals occupy an important (posteron 
in Ontario +s feconomirc estiructure: The breakdown of 
trade in business services according to the head 
office of the company could also have biassed these 
results ¢somewhat by allocating “to, Ontario Jimpeue= 
carried out by “a firm located in =OQuebec «burt. with eaec 
head office an Ontario; 


Nor must this deficit be seen as totally negative for 
the Ontar1oceconomy.. pinitact; sit nas ecer tain) jaca ae 
increased adoption of new technologies and new manage- 
ment practices by Ontario’ firms, thus “enhancing their 
international competitiveness. 
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Table 24 


International trade in business services 
by province 
1984 


Exports Imports Balance 


(S millions) 


British Columbia 854 
Alberta 300 
Saskatchewan 24 
Manitoba 438 
Ontario Ss i2i 
Quebec 1 232 
New Brunswick 18 
Nova Scotia 65 
Prince Edward Island - - 

Newfoundland ~ 13 


Total 4 486 


(1) By head office location. 


bource: Statistics Canada. 


Conclusion 


Pmewin-depth analysis® of the tertiary “sector, | which 
accounts for some three-quarters of the country's 
Seconomic — activity, tse” Motil lee aeri culewtsinces “ene 
Seotuctical, Gara  bases?*on thes sector “remain “highly 
Bimasceds 


titcomorLuation: should’ amprove;, =since “DRIE has set up 
aneevambitivous research program on Canada's service 
sector. Under thiss program, “thes! raser Instuitutesis 
eeudying “the “growth “of “the sector in’ Canada, “the 
Tnoriture for “Research ‘on Public Policy is focussing 
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on “internabional “trade in, Services, “anderocaurcete.] 
Canada is seeking to improve the sectoral data base. 


Knowledge of the features and dynamics of the sector 
is all the more important since several provisions of 
the Canada-U.S. free trade agreement will now be 
applying to international trade in services. Among 
other things, these provisions concern the right of 
establishment, professional standards and national 
treatment. At the same” tume, “within the @contextr or 
the new “round “of “GATT negotiations; = enem sd Ghatcry, 
countries have also agreed to study the question of 
trade in services. To begin with, the scope of 
negotiations will simply be the establishment of a 
multilateral framework of rules and principles. 
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NEW APPROACHES TO INDUSTRIAL DEVELOPMENT AND REGIONAL 
DEVELOPMENT 


Regional development 


For many years the Canadian government has pursued a 
Doll eymece Se coUatEby eon opportunity yin’ all) meqions ot 
‘ele Teleibugucianan It was therefore sensitive to the fact 
Chdtee chew economic) Growth, of the ‘past five years in 
Gomada@alacmiphimnacwily foccurEedvtin. the centre “of »the 
country, while the multiplier effect of these poles of 
growth has not been sufficient to reduce socio-econo- 
Wicwedtspariticsegim Atlantic iGanada or to,raccelerate 
economic diversification in Western Canada. 


insure topecch fromm thes Thrones oni-October Wy 1986,. ‘the 
government clearly indicated its “intention to consider 
new approaches to regional development. While reaf- 
firming that regional development remained a priority, 
the- government stated publicly that it ‘had not been 
enough to commit ever greater sums in assistance to 
disadvantaged regions, since these development pro- 
grams had done little to reduce disparities in unem- 
ployment Gates eo and | opportuntties for ‘productive 
employment. 


Aico lmeeOLm oudgetary. aconstraimtys  thephecucuggie 
against disparities thus required the adoption of a 
more effective approach more closely geared to local 
SopoOmcuMLeTes and! takings nto. account. phe speci iirc 
Condateionssmehatk wexuste= ine feach @eregion:. This new 
approach should Yeconsequently focusy one the jhuman -and 
natural resources specific to each region, while 
seeking to elicit renewed co-operation among local 
Groups . 


In its report to the House submitted on June 30, 1987, 
thes Standing «Committee on) Regional Industrial Expan= 
SHOnmalso fLavouredsral profound: refoculssing! Of Ene mals 
proach to regional development. Indeed, briefs heard 
by the Committee «convinced its members that -regional 
development programming should be separated from 
industrial development. programming. According gbe. tie 
Committee's recommendations to the government, the 
purpose of this Separation would ‘tbe to “ensure that 
regional programs dealt with the regions" concerns, 
especially local small and medium-sized businesses' 
Soncerns,ewithout, havingmtow be mthes main, vehicle fox 
Ehes implementation of national industrial pelicies eat 
the same time. A further purpose of this separation 
of the two types of programming would be to encourage 
the involvement of local people in drawing up develop- 
ment programs for their regions. 
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Following the House Committee's advice, the government 
adopted a new approach to regional development which 
consists in concentrating financial resources Sond 
decision-making authority in the x“egions, nears tne 
people who know where the opportunities are. The 
government acted from the principle that® regional 
development programs: must be» rooted “im) the actual 
regions where they are to be implemented, and that 
they «must. take» into accountasthem ddvyicempotmmpcopre 
living in these» regions, Since their eyinvolvement 
appears essential for the success of any regional 
development initiative. 


With respect to regional ‘development, the “federal 
government thus embarked upon the road to increased 
decentralization with the announcement on June 6, 
198:7/7.:0f the -creationmin Basteune Canada Cimmede ea craue 
tic Canada Opportunities Agency (ACOA), with $1 bil- 
lion in funding formtivevycars.  80On Julyals) ocr uae 
government announced the creation of a Northern Onta- 
rio Development Fund, with some $55 million for five 
years. On August 4, 1987, it also announced the crea- 
tion of the Western Diversification Office (WDO), with 
a $1.2 billion five-year fund. The same day, the ygo- 
vernment announced the dismantling of the Department 
of Regional Industrial Expansion and the creation of 
the Department of Industry, Science and. Technology, 
with a separate section to be responsible for regional 
development in Ontario and Quebec. 


On December 22, 1987, at Sept Iles on Quebec's North 
Shore, the Honourable René R. de Cotret announced his 
intention to establish a vast regional development 
initiative ufor QuebecSs ‘outlying vegqtonsi ry inaluding 
Gaspé and the Lower St. Lawrence, the North Shore, 
Saguenay and Lac St. Jean, and Northwestern Quebec. 
At the same time the government undertook to consult 
the people in those regions and their spokesmen from 
the business world in order to define development 
priorities with them and design programs suited to the 
regions’ aspirations and potential. 


Industrial development 


Over the past three years, the Canadian government has 
continued to promote a series of policies designed to 
boost the international competitiveness of Canadian 
industry. —This vast action plan eensists! /ofyinitiaca— 
ves aimed for instance at deregulating key sectors of 
the economy, supporting science and technology, assis- 
ting small businesses, privatizing certain Crown cor- 
porations and modernizing regulations in the financial 
services sector, as well) as»majorm traded policy init tic- 
tives intented to guarantee access to markets for Ca- 
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nadian exporters. ihe: basves principle: *behind® «these 
poOmvewoomo is, Hthat; thesipmivate sector ‘must be ‘the 
dGbiveng =ferceyof (the economy,.tand that government's 
Beat! rote anecconomicw development sis ito ‘~provide an 
environment favourable to entrepreneurship and busi- 
ness excellence. 


To implement these policies, the Government of Canada 
negotiated a major agreement on free trade with the 
United States. Furthermore, the federal government 
was a highly active participant in preparatory discus- 
Sonica Ore ce nesrUrnuguay aRound “of mulerlateral trade 
negotiations. The Canadian government also esta- 
blished the InnovAction program to channel Canadian 
Grpoutuse i scpencemandesteéchnologywan fivelivspecific 
fields: industrial innovation and technological 
transfer, development of strategic technologies, 
effective management of federal resources allocated to 
science and technology, increasing human resources in 
science and technology, and public education and 
familiarization. The Prime Minister also chairs an 
Advisory Board om Science and Technology. ‘These ini- 
tiatives illustrate the Canadian government's new 
approach to industrial and technological development, 
an approach henceforth distinct from regional develop- 
ment policy. 


The Canadian government's new approach to industrial 
development is institutionalized through the creation 
oF the fLutuce, Department of) Industry, Science and 
Technology. This department's mandate reflects the 
government's commitment to building a competitive 
industrial economy at the leading edge of technologi- 
cal progress, in order to enhance Canada's long-term 
competitive position. 


The new department will act in partnership with the 
Diinyate |sector,, sthe! scienbrt te >-communrtLy. and ™otier 
levels of government to promote competitiveness and 
industrial excellence in Canada; to renew and rebuild 
Ene national scientitic, technological, managerial -and 
production base; and to bring together in a concerted 
wave the talents ‘of Canadiansiito thelp place Canadayan 
the first rank of industrial. and commercial nations in 
the 2lst century. 


The department will be the ardent, effective and well- 
informed advocate of the industrial and scientific 
communities within the federal government. The gover- 
nment's various policies have major impact on business 
and industry; indeed there are several links between 
science and technology and the other economic and 
social policies. The Department of Industry, Science 
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and Technology is defined "as a “major department exer 
cising its influence on the formulation of government 
policies; it will work with “other tdepartments (eo con] 
vey, the vilews of "industry and *setenticte mons ssuen 
issues as “taxation, “trade; “rescurce explorTcarion vane 
the development of transportation and communications. 
In order to be able to effectively defend) they inve= 
rests of indlstry “and ‘sciences withineetnemgevernmenr, 
the department will have to have numerous, complete 
datas “It will. studyuinesdepthethemroreignaand= demeserc 
markets, the components determining the ‘competitive- 
ness of businesses and the various factors influencing 
Canadian industry. To wali tattempe to mbecone: Feu lly 
familiar with the competition, technology “and interna. 
tional market inv all industeralsectors. 


The creation of the Department of Industry, Science 
and Technology is proof positive of the government's 
desire for science to be more closely integrated with 
industry. To this end, it will foster the development 
of technologies recognized as strategically important 
for Canada, such as microelectronics and information 
technology, biotechnology, and new materials. The new 
department will also promote industrial innovation, in 
particular by maintaining the Detence 2ndustry Produc-— 
tivity Program, which has contributed Greatly to, teen— 
nological development and transfer in the defence and 
aerospace fields. The new department could for ins- 
tance: anvest ano industria ReDrein@ partners swe 
firms and consortiums, have targetted research carried 
out by the NRC and other government laboratories, de- 
vote more funds’ to training highly skilled" personnel 
through the NSERC, and conduct prospecting abroad” for 
the technologies needed in Canada. 


The new department will emphasize the industrial 
sectors. ‘In co-operation gwithinductry,, ltews bec oudy 
a given sector's needs and opportunities to determine 
what must be done to enhance the sector's competitive- 
ness. The department will then use” the ‘ditterent 
tools “at- Lts’ disposallein ea vcampargm targetting tthe 
entire sector. Depending on the sector, this campaign 
May “GOnSist Gof export Spronctions Intttavives ors pruo— 
grams aimed, at implementing technologies, providing 
information services on businesses and technology or 
investment prospecting. At the same time, the depart- 
ment. will (pay speciale! attention, “tom tiem particular 
needs of small and medium-sized business owners. 


In addition, the department will work with business to 
promote Canadian firms “through trade fairs “and” mis= 
sions, business’ ‘opportunity tracking. devices, @impo ut 
replacement! initiatives, “adviee fon (exports ©On eared. 
dian producers and brokerage services on the interna- 
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tional market. It will also conduct investment pros- 
PeCelgmacliviltiics, Scek tO ensure industrial profits 
CEOuUGne sDUDEIeG  scontracts. and provide its customers 
with other similar services. The programs and servi- 
ces provided by the department should cover the whole 
Benge sO m@alnaustural activities. 


The Department of Industry, Science and Technology 
Wallehave Orfices.1n each province which will act as 
DOIMtom sol Contact. bor. businesses, “including ‘small 
firms which have neither the resources nor the flexi- 
bility necessary to constantly go to Ottawa for servi- 
Cea anon Inkorumatvon. bnese Vocal offices will “enable 
the department to serve its customers quickly, gather 
Ups eOnCakominLoOrmaualon On firms, and .stay in touche with 
inausicry. 


In short, all the new department's activities will be 
focussed on international competitiveness and indus- 
trial excellence. The department will: 


- foster the development of strategic technologies -- 
biotechnology, information technology and new 
TNGUic Gea mete tl all Sr 

- examine the needs and opportunities of various in- 
dustrial sectors to determine, in co-operation with 
industry, what action must be taken to enhance in- 
ternational competitiveness; 

- work with the Canadian business world to promote 
business through market development; 

——sMmalintarn otfices Ineeach) province which will be vine 
main points of contact for businesses, and which 
will act as delivery agents focussing on customer 
ServVUces, PEOVIding ~rapld “access “to ‘government 
activities; 

- consult on an ongoing basis with business, scienti- 
fic pmeradesmuntom and University vconmunity. repres 
sentatives and government representatives concer- 
ning the design and establishment of programs and 
services. 


The new department will also have responsibility for 
Native economic development and the regional develop- 
menteinvtiatives aftecting: Ontario “and Quebec. Res- 
ponsibility for regional development in Ontario and 
Quebec will be given to regional offices distinct from 
the new department's regional offices so that staff 
there may concentrate on their respective geographic 
regions. 


Keeping’ the functions separate in this way will ensure 


the desired separation between the new approaches to 
industrial development and regional development. 
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